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BANKERS FROM ALL OVER THE NATION 
LOOK TO HANOVER 


..+ The Bank That Corresponds 
Exactly To Your Needs” 


For example, a South Carolina bank president writes: 


“We can think of 

no connection that we have had 
during the past fifty years that has been 
more highly valued. There has never been 

a time, in fair or foul weather, 

but what we could feel that if we needed a friend, 
we knew exactly where to go. The services 
you have rendered us have been 


remarkable in many ways.” 


THE HANOVER BANK 


Member Federal Deposit Insurance Corporation 
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North. South, East. West. Goodyear products are 


sold in every country in the world, outside the Iron 


Ln meen LL 


and Bamboo Curtains. People everywhere want 


Goodyear products and materials. 





Goodyear products are presently manufactured in 19 
\; overseas countries. In addition, new tire factories 
are being constructed in Colombia, the Philippines, 
Scotland and Venezuela. Plant expansion programs 
are currently in progress in Australia, Cuba, England, 


Luxembourg. Mexico, South Africa and Sweden. 


Goodyear business abroad is not limited to tires. 


line 1956 





at home" — 


amy, 


the world over! 


Sn ame 
“ 





Sales of belting. hose. Neolite soles and heels, and 
other industrial and chemical products are increas- 
ing. These represent only a few of Goodyear’s di- 
versified activities. Besides those above are aircraft, 
aviation and metal products—films. foam and floor- 
. . to meet growing markets 


ing—and many more . 


all over the world. 


TODAY ... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 
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Fifth Avenue, of course .. . 640 Fifth Avenue at 51st Street. There both the 
Bank and the Trust Company maintain an important branch office. Messrs. 
Cookman and Denlea, both officers of the Trust Company, are experienced 
and highly trained in the increasingly difficult business of managing per- 
sonal funds. 


Conveniently situated in the stimulating envifons of midtown Manhattan, 
our spacious Filth Avenue office is but a nimble hop-skip-and-jump . .. from 
the famous theatres, fashionable hotels, and fabulous shops that are the dis 
trict’s hallmark. 


Next time you're on Fifth, why not stop in fora friendly look-see? And while 
you re at it, you might ask for a free copy of “HOW TO GET THE MOST OUT 
OF YOUR INVESTMENTS” . . . it makes very worthwhile reading, and for those 
with assets of $75,000 or more, it’s really a “must.” 


The FIRST 
NATIONAL CITY BANK 
of New York 


Investment Advisory Service is Administered by our Affiliate: 
CITY BANK FARMERS TRUST COMPANY 
22 William Street, New York 5 





Member Federal Deposit Insurance Corporation 
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Cover Picture .. . The Princess Marguerite 
end the Princess Mary, of the British 
Columbia Coast Steamships, shown in Ac- 
tive Pass, B. C., on the route between 
Vancouver, Victoria and Seattle. Transpor- 
tation is vital to a large and sparsely 
populated country. Canada has two trans- 
continental and 37 provincial railroads, two 
transcontinental and six provincial airlines 
and a coast to coast system of roads. A 
large number of shipping companies operate 
on inland and coastal waters. This line, 
operated by Canadian Pacific Steamships, 
Ltd., has been in existence since 1901. . 
Estates, trusts and agencies under ad- 
ministration by Canada’s 48 trust com- 
panies, with a widespread branch system 
throughout the Dominion, total $4.7 billion. 
Important aspects of this rapidly growing 
business are reported in this issue, as well 


| as the annual meetings of The Trust Com- 
Tsts AND ESTATES is not to be considered as | panies Associations of Canada and Ontario. 
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Backstop 
For 
Bankers . . . 


That’s just what we try to be when 
it comes to helping you advise your 
clients about their investment prob- 
lems, 


For instance: Four times a year 
we publish our Security and Indus- 
try survey —a 48-page catalogue 
that covers every major industry, 
classifies some 450 securities accord- 
ing to their investment quality, 
gives you their prices, earnings, and 


dividends at a glance. 


have current 
Stock Appraisals available on more 
than 100 of the most popular stocks 


For instance: We 


—single sheet summaries that pro- 
vide all essential facts about pres- 
ent standing, and future outlook. 


For instance: Our Research De- 
partment will be glad to review 
portfolios of any size — $5,000, 
$50,000, or $500,000 — and it will 
be glad to prepare a sensible in- 
vestment program for any specific 
sum, any objective. 


There’s no charge for these re- 
ports or services, of course, no ob- 
ligation of any kind. 

As we say, they’re just part of the 
backstop we've built for bankers. 

Like to take advantage of them, 
yourself ? 


It’s as easy as a letter, to — 


R. J. CHvaAt, Partner 


Institutional Department J-49 


Merrill Lynch, 


e 
Pierce, Fenner & Beane 
70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 
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00) 0) oh ee both Anaconda all 


What’s been true so long of copper wire and cable 
from Anaconda has for seven years been equally 
true of aluminum conductors that bear the Ana- 
conda name. Their production is under the direct 
control of Anaconda at every step from primary 
metal production through fabrication. 


To the traditional assurance of quality, Anaconda 
Aluminum Company’s new plant at Columbia Falls, 
Montana, adds the assurance of dependable supply. 
Now in full operation at the rate of 120,000,000 
pounds a year, it is producing enough aluminum 
for Anaconda’s fabricating facilities, plus a good 
supply for other manufacturers. 


The Company’s subsidiary, Anaconda Wire & Cable 
Company, now provides a seven-mill service in 


The 


ANACONDA 


Company 
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aluminum wire and cable. The Anaconda line of 
electrical wire and cables . . . both copper and 
aluminum ... is the broadest available. 


With the completion in 1957 of a new aluminum 
fabricating plant at Terre Haute, Indiana, The 
American Brass Company will provide aluminum 
sheet, strip, tube and extrusions. Anaconda will 
then offer a wide selection of mill shapes in alumi- 
num or copper and copper alloys—just as it today 
offers a wide choice in electrical conductors. 


Full line and full quality control enable Anaconda 
and its manufacturing subsidiaries to meet indus- 
try’s most exacting demands with the world’s larg- 
est line of non-ferrous metals and metal products. 


56266A 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 

Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 
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CANADIAN TRUST COMPANIES ARE APPROACHING 
the $5 billion mark in volume of estates, 
trusts and agency funds under administra- 
tions The figure at the end of 1955 was 
34,720 million and if the annual gain of 
$326 million is matched this year, the $5 
gipillion figure will be topped. Recognizing 
the tremendous opportunity for growth of 
trust buSiness throughout the Dominion and 

the accompanying challenge to the indus- 
i. the Trust Companies Association of 
Canada at its recent annual meeting was 
reorganized into seven regional groups to 
provide more effective integration of ex- 
isting aSSociations at the Provincial 
level...This issue reports the proceedings 
of that meeting and of the Ontario ASso- 
clation's conference, as well as other 
gata on the trust and investment outlook 
in Canada. 





"PERSONAL AFFAIRS MONTH" — A COMMUNITY 
PROJECT for education and discussion of 
personal finances — including insurance, 
estate and investment matters — launched 
last month in Freeport, Long Island, of- 
fers a pattern of service that financial 
institutions elsewhere could well adapt to 
the benefit of their local citizens and 
themselves. Finance and Estate Forums have 
proven so popular as to deserve follow up 
and rounding-out, rather than letting the 
interest languish from flash-in-the-pan or 
we=-shot operation.......-Investment firms, 
sparked by New York Stock Exchange "in- 
vestors' information" committees in 61 
tities, now promote the "Invest in Amer- 
ica" week in over 30 cities, to aid the 
vast new army of savers in understanding 
tasic financial and economic matters as 
related to their own interests. A class in 
investment s initiated by the Exchange at 
New York's Cooper Union Hall drew over 600 
registrants, and Merrill Lynch's Informa- 
tion Center in Grand Central (open every 
larket day) attracts hundreds of financial 
lovitiates, as did the Investors Show at 
a1 Armory last year...Banks and insurance 
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companies are miSSing a bet by not combin- 
ing forces in such practical educational 
efforts. The Freeport story will be pub- 
lished in our pages on completion of their 
month program, and will, it is hoped, 
Stimulate others to follow their prece- 
dent. 


PROPOSED INCOME TAX REGULATIONS ON 
"Clifford Trusts" were published in the 
Federal Register on May 24. An analysis, 
by Henry Cassorte Smith, of these rules 
interpreting Sections 671-678 of the 1954 
Code will be published in the July issue. 


AND THEN THERE WAS ONE: With Rhode Is- 
land's recent enactment of Common Trust 
Fund enabling legislation, Iowa remains 
the only state which does not authorize 
the establishment of such funds by banks 
and trust companies for the combined in- 
vestment of small trust funds. However, 
ten other states do not yet have any funds 
in operation. 


MANY QUESTIONS ON THE TAXATION OF IN- 
COME of estates and trusts under Sections 
641 to 663 and 683 of the 1954 Code are 
clarified by the recently proposed Treas- 
ury regulations but many others remain un- 
answered, according to George Craven. In 
an incisive analysis of the tentative 
rules (see p. 505) the author points out 
the areas where their accuracy or meaning 
is doubtful. 


THE $52 BILLION QUESTION: A SUBSTITUTE 
FOR INCOME TAX? Man-eating taxes, like 
man-eating sharks, are favorite targets of 
politicians, but the appetites of both re- 
main voracious. There are recent signs, 
however, that some more just and simple 
tax method may be found. Competent ob- 
servers seem more and more inclined to a 
Federal sales tax, if not as a replacement 
for the income tax, at least as a means of 
reducing its confiscatory rates. Studies, 
such as that by U.S. News & World Report, 
indicate that even a 10% retail sales tax 
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— with food and medical exemptions — would 
yield only about half the $31.2 billion 
now produced by individual income taxes 
alone.......-While cries of "Kill the In- 
come Tax" seem no more feasible than that 
of "Kill the Umpire," the agitation sug- 
gests that our tax structure may be in for 
some remodelling, with charitable and 
other deductions, foundations, tax-exempt 
interest and maybe pension accumulations 
coming under sharper scrutiny. The mount- 
-ing recognition of evasion, confusion, in- 
justice, cost of preparation of returns 
and collection of income taxes, makes such 
alternatives as the sales tax of growing 
interest. 


ATTENTION AUTOMATION FANS! With person- 
nel shortages and expense "longages" more 
prevalent, trust departments and other 
financial institutions are looking for 
every possible means of mechanization. 
Some have appointed special committees, 
some have retained retiring officials or 
qualified staff members, on a consultant 
or full-time basis to search for applica- 
tion possibilities. Many trustmen are 
looking over the performance of machines 
in the commercial departments of their 
bank to see where part-time use or pur- 
chase of the machines could solve a trust 
bottleneck. AS an aid to these efforts, 
Trusts and Estates is gathering information 
on successful experiences with time-saving 
equipment for personal and corporate trust 
operations, and will welcome advice from 
readers who have found such advantages in 
fiduciary accounting and reporting. 




















"Please cast aside those foolish worries 
about a machine taking your place" 











Reprinted by permission from Collier’s 


NEARLY 1 MILLION TAXPAYERS WERE NOTIFIgp 
that they owed additional taxes, based op 
examination by Internal Revenue Service 
of last year's returns. Excise and employ. 
ment tax returns came in for heaviest in. 
crease in review, followed by those claip. 
ing refunds. Commissioner Harrington ad- 
vises that those who fail to file will 
come in for scrutiny by the greatly en- 
larged staff of revenue agents, who in- 
vestigated 26,000 taxpayers last year...,, 
Others particularly susceptible to reviey 
or audit are the self-employed, those in 
upper brackets, those claiming large 
"business expenses," or above-average de- 
ductions. The number of additional-tax 
claims and audits is growing rapidly, and 
when contested in court resulted in 366 
cases won by taxpayer, 534 lost....The 
services of accountants, attorneys and 
fiduciaries become increasingly necessary 
both in record-keeping and computing, and 
the individual is well-advised to keep 
Supporting evidence — such as cancelled 
checks — for deductible items, and use 
custodian or trust Services to assure ex- 
pert tax records. 





U. S. INDIVIDUAL STOCK PURCHASES IN 1955 
were $1 billion with net increase for the 
year around $300 million after borrowings,@ 
while bondholdings rose about $2.1 bil- 
lion according to recent SEC reports. 1954 
was a year of no net change in individual 
Stockholdings, following net increases in 
this sector as follows: 1951-—$1.6 billion; 
1952-$1.4 billion; 1953-$700 million. 

CANADIAN MANUFACTURING COMPANIES' 1955 
PROFITS ON SALES DOLLAR AVERAGED 5.9 


out in dividends and 3.4 cents retained 
for expansion. The nation-wide survey by 
the Canadian Manufacturers Association 
covered 1,043 companies with net sales of 
over seven and three quarter billion dol- 
lars or nearly one third of Canada's gross 
national product. 


CENTS. Of this amount, 2.5 cents was paid | 


CANADIAN PETROLEUM DEVELOPMENT NEEDS may 
total $15 billion over next 25 years, ac- 
cording to recent estimates by experts at- 
tending the American Petroleum Institute 
refinery section meeting in Montreal. In 
addition to exploration and development, 
new loops and feeder pipe lines will be 
built to match expected heavier United 
States demand for Canadian crude and by- 
products which may rise as much as 65% 
over the next 15 years. 
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CREATIVE BANKING AT THE HARRIS 











How your bank 
can get more for its 
‘manpower dollars” 





Whether your bank is big or small, you’ve 
got to turn over many dollars many times 
to earn enough to meet your payroll. Man- 
power is expensive. 


So, measuring work loads properly in 
your bank can have an immediately bene- 
ficial effect on your operating picture. 


- Without the work-measurement program 
developed at the Harris, we would not have 
been able to plan our manpower require- 
ments as effectively as we do to meet the 
ever increasing work load. 


This Harris Bank program, refined by 
several years of practical operation, is now 
available to our correspondent banks, along 


HARRIS Trust 2 = a 


with the necessary information and forms 
to help them use it to their advantage. 


One Harris Trust correspondent, which 
installed such a program recently, already 
finds it is saving time in its bookkeeping 
department —resulting in a sizable economy 
for the bank. 


Sharing cur experience with banking as- 
sociates is part and parcel of Creative Bank- 
ing at the Harris. ‘“‘Creative Banking”’ 
means a constant application of “‘the vision 
to see, the background to understand, and 
the will to act” in behalf of Harris cus- 
tomers across the nation. 


Would you like to know more about our 
work-measurement program, or other Crea- 
tive Banking services at the Harris? We 
invite your inquiry. 





Organized as 
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115 W. MONROE STREET 
Member Federal Reserve System . . 


CHICAGO 90 
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Advance Programs 
American Bar Association 
Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


Adolphus Hotel, Dallas; August 27-29, 1956 
Aucust 27 — 2:00 P.M. 
“Relative Priority of Government and Private Liens” 
L. Reeve, Chicago. 
“Circuity of Liens — 


Harold 
a First Rate Legal Puzzle” Lawrence L. 
Otis, Los Angeles. 
“Hedges Against Inflation in Leases on Real Property” — Samuel 
S. Sherman, Jr., Denver. 
Aucust 28 — 9:30 A.M. 
Introductory Statement by Section Chairman. 
“Permitting a Testator to Choose the Place for Probate of his 


Estate — Policy and Problems.” Alice M. Bright, Chicago. 
“The Not-Quite Incompetent Incompetent” — Hon. Frank L. 
McAvinchey, Judge of Probate, Flint, Mich. 
“Holographic Wills” — Hon. Victor R. Hansen, Judge of the 
Superior Court, Los Angeles. 


Aucust 29 — 9:15 A.M. 
“A Vacuum in our Law” — management of property of persons in 
the twilight zone between competency and incompetency — 
James O. Wynn, New York. 
“Trusts in Divorce Settlements” — James B. Lewis. 
The annual Section Dinner will be held on Tuesday at Godfrey Ranch, 
available from 4:00 till 11:00 P.M. for swimming, horseback riding, 
square dancing, music and chuckwagon dinner. 


7" American Bankers Association 
WESTERN REGIONAL TRUST CONFERENCE 


Hotel Utah, Salt Lake City; August 23-24, 1956 


Aucust 23 — 9:00 A.M. 
Address — Richard P. Chapman, President, Trust Division, and 
The Merchants National Bank of Boston. 
Address — George M. Gadsby, Chairman of Board, Utah Power 
& Light Co., Salt Lake City. 
“Telling Our Story” — Edwin McInnis, Vice President, Bank of 


America N.T. & S. A., San Francisco. 

Problems of the Smaller Trust Department” — John D. Hartman, 
Vice President and Trust Officer, Poudre Valley National Bank. 
Fort Collins, Colo. 

Aucust 24 — 9:00 A.M. 

Address — Fred F. Florence, President, American Bankers Associa- 
tion and Republic National Bank of Dallas. 

“Common Trust Funds” — Charles F. Zukoski, Jr.. Executive 
Vice President and Trust Officer, First National Bank of 
Birmingham. 

“Pension and Profit-Sharing Trusts” — John V. W. Zaugg, As- 
sistant Trust Officer, The Bank of California N.A. San Francisco. 

“Taxation — Employee Benefit Plans” — Jos. L. Seligman, Pills- 
bury, Madison & Sutro, San Francisco. 

Aucust 24 — 1:45 P.M. 

“Today's Economic Condition — Outlook for the Future” — Ray- 
mond Rodgers, Professor of Banking, New York University. 

Panel on Investments — Reno P. Ransom, Leader: Vice President. 
Seattle-First Nationa! Bank. 


‘gain of approximately 107 since the 





Connecticut Trusts Close to 
$1 Billion 

State banks and trust companies jy 

Connecticut held trust assets totaling 

$991.227,895 at the 1955 year-end, 4 


$897.619,328 of the previous year. The 
recently issued report of Commissioner 
Henry H. Pierce, Jr., shows that mor 
than half of the total is held by the trug 
depariments of two institutions. Cop. 
necticut Bank & Trust Co.. Hartford. 
has under administration $476.409.80) 
and Union & New Haven Trust Co, 
$140.583,064, these being the only in. 
stitutions to top a hundred million. 
The 8.280 conservator, guardian and 
trustee accounts held the largest share 
of the total—$554,338.847. Next in size 
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safekeeping accounts with $377.756.065. 





given 
and finally the $59,132,983 representing } chan 
912 executor and administrator ac. | tions 
counts. be ex 
The aggregate investment proportions delay 
of 30% in bonds and 58% in stocks re. regul 
mained as in the year before. Th 
Trust department income amounted omy 
to $4,079,608 or 9.867% of total current 683 « 
operating income. This represents a forth 
gain of 9% over 1954’s income of 
$3.743.000 which was 9°~ of that year’s¢ ag 
operating income. dees 
AAA _— 
Connecticut Trust Conference f °°" 
Conducts Workshops ce 
Departing from its traditional set-up a 
of morning addresses and the popular] |), 
question-box period in the afternoon, a 
the annual Trust Conference of the 
Connecticut Bankers Association staged Tr 
a series of simultaneous workshop | ‘"® 
sessions at New Haven on April 19. doul 
The topics covered relations between $4" 
trust and commercial departments, com- thro 
mon trust funds, the capital gains tax 5*" ‘ 
and its effects on investment action. the 
Moderators were Reese H. Harris, Jr., | P'S 
senior vice president, Connecticut Bank the 
and Trust Co., Hartford: John E. BS 
English, vice president and trust officer, sali 
First National Bank and Trust Co., New tise 
Haven; Paul A. Peasley, vice president | Tey 
and trust officer, Stamford Trust Co.: r 
W. J. Van Lenten, vice president and Me 
trust officer, Danbury National Bank: lime 
and Philip H. Graham, vice president for 
and trust officer, Hartford National Bank allo 
and Trust Co. tie 
At the afternoon session, John P. | to 
Chase, head of his Boston investment ba 
counselling firm, dicussed the future of | — 
the electronics industry. | ‘Se 
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trust 

Con. HE LONG-AWAITED PROPOSED TREAS- 

ford, - regulations relating to the taxa- 

).800) tion of income of estates and_ trusts 
Co, under the 1954 Internal Revenue Code 

y in- fF pave now been released. They were 

A. published in tentative form in_ the 

and | Federal Register for May 2, 1956. With 

share | the expiration of the thirty-day period 

| size | allowed for submitting suggestions for 
and Wnodifications, consideration will be 

065. | given by the Treasury representatives to 

nting changes to be made before the regula- 
ac. L tions are issued in final form. It can 

be expected that there will be a further 

ane delay of several months before the final 

-s qe. | Megulations appear. 

The proposed regulations are confined 
inted | Sections 641 to 663 and Section 
rrent | of the 1954 Code, the sections setting 
age forth general rules for taxation of in- 
of f come of so-called simple and complex 
¥ A trusts. They do not cover the sections of 
ear he Code dealing wtih the five-year 

throwback, the treatment of grantors 
and others as substantial owners, in- 
nee f come in respect of a decedent or other 
special situations. Proposed regulations 
relating to certain of those sections have 
we. been published and those relating to 
pPmar | others no doubt will appear over the 
100M F next several months. 
the ; : 
aged The proposed regulations clarify many 
shop | {uestions which the statute leaves in 
| 19, | doubt, but they leave many questions un- 
ween @aswered. Although they show a desire 
com. | throughout to administer the statute in 
s tax &" equitable manner, in some instances 
ia Pike correctness of the regulations in their 
_ Jr., | Present form is doubtful. A large part of 
Bank | the regulations is necessarily devoted to 
. E. | @tepetition of the statutory rules. Other 
a salient provisions of the regulations are 
New | iscussed below. 
ident | Termination of Estates and Trusts 
Co.; ae 
wail Fiduciaries have been concerned about 
ial a satisfactory rule for determining the 
“dent | me of termination of an estate or trust 
Bank for the purpose of the excess deductions 
allowed by the statute in the year of 
lrmination to beneficiaries succeeding 
n P. \: the property.! Even where the fidu- 
ment fciary wishes to make a complete distri- 
~? |. 

See. 642(h). Where sections are cited which are 

‘ares { JUNE 1956 
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bution of the assets, it is usually neces- 
sary to retain some amount to provide 
a reserve for contingent expenses. In 
order that there may be no doubt about 
the fact that the trust has 
terminated, many fiduciaries have fol- 
lowed the practice of distributing all 
assets and in some instances taking back 


estate or 


a bond or collateral from beneficiaries 
to provide for contingent liabilities. 

The regulations* say that in general 
the determination of trust 
has terminated depends upon whether 
the trust property has been distributed 
to those entitled to receive it, rather than 
upon whether the trustee has rendered 
his final accounting. They say further 
that an estate or trust will be con- 
sidered as terminated “when all the 
assets have been distributed except for a 
reasonable amount which aside 
in good faith for the payment of un- 
ascertained or contingent liabilities and 
expenses (not including a claim by a 
beneficiary in the capacity of a bene- 
ficiary).” A similar rule was applied by 
the court in a case where it was held 
that a corporation was completely liqui- 
dated for the purpose of establishing a 
loss of a stockholder, despite the re- 
tention of a small reserve to provide for 
contingent liabilities.* The rule of the 
regulations appears to be satisfactory 
and should make it unnecessary for a 
fiduciary to distribute everything and 
take security from beneficiaries. 


whether a 


is set 


It is provided further in the regula- 
tions* that a trust does not automatically 





not preceded by ‘“1.’’ they are sections of the In- 
ternal Revenue Code of 1954. Sections cited which 
are preceded by “1.” are sections of the proposed 
regulations. 

"Sec. 1.641 (b)-1(c). 

%Commissioner v. Winthrop, 98 F. 2d 74 (2d Cir. 
1938). 

4Sec. 1.641 (b)-1(c). 


terminate upon the happening of an 
event, such as the death of the income 
beneficiary, by which the duration of the 
trust is measured. The trust continues 
after the beneficiary’s death for a period 
reasonably necessary to a proper wind- 
ing up of the affairs of the trust. This 
is the rule which the courts have adopted 
for trusts of personal property and is 
material in determining whether gains 
and losses on sales made after the death 
of the income beneficiary should be re- 
flected in the returns of the remainder- 
men rather than in that of the trust.° 


Allocation of Classes of Income 
to Charities 

The revenue authorities made the con- 
tention under prior law that items of 
gross income of an estate whieh con-- 
stituted “income in respect of-a de- 
cedent,” because they had accrued at- 
the time of the decedent’s death, did not 
qualify for the charitable 
when paid to or set aside for a charitable 


deduction 


organization. That contention was _ re- 
jected in Estate of Clymer v. Commis- 
sioner.® 

The proposed regulations accept the 
principle of the Clymer case and provide 
that income of that character qualifies 
for the charitable deduction.‘ They pro- 
vide further that in the absence of a 
provision in the will or trust instrument 
to the contrary, income paid to or set 
aside for a charity must include a pro- 
portionate part of each class of income, 
such as fully taxable, partially taxable 
and tax exempt income.* | 


Unused Loss Carryovers 


The proposed regulations contain an 
unexpected provision relating to un- 
used loss carryovers and excess deduc- 
tions allowable to beneficiaries on the 
termination of an estate or trust. They 
state that where there is a capital loss 
carryover, the final year of the estate or 
trust is considered as one year and the 
same taxable year of the beneficiary is 


"See Della M. Coachman, 16 T.C. 1432 (1951); 
Russell v. Bowers, 27 F. Supp. 13 (S.D.N.Y. 1939). 


6221 F. 2d 680 (3rd Cir. 1955). 
Sec. 1.642(c)-1(a). 
‘Sec. 1.642(c)-1(b). 
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considered an additional year for the 
purpose of the five-year period over 
which losses may be carried. They pro- 
vide that the first taxable year of the 
beneficiary to which the loss may be car- 
ried over is his taxable year in or with 
which the estate or trust terminates and 
that if, for example, a trust has a capital 
loss carryover attributable to 1952 trans- 
actions and it terminates in 1954, the 
beneficiary’s carryover ends in 1956, 
which is only the fourth year after the 
loss was sustained.” 


The correctness of this provision is 
open to question. Perhaps the Treasury 
authorities would attempt to justify it 
on the ground that the statute allows < 
beneficiary an excess deduction for a 
“capital loss carryover” and not for a 


oo 


capital loss, unless a capital loss is 
comprehended in the words “deductions 
in excess of gross income” for the final 
year of the estate or trust.'? However. 
beneficiaries would avoid controversy 
over this provision of the regulations by 
making full use of the carryover during 
the four-year period. 


In an example. the regulations state 
that if an estate terminates on December 
31, 1954, at which time all the property 
is distributed in equal shares to A, who 
is on a calendar year basis, and B who 
has a fiscal year ending on August 31, 
and the estate has a capital loss of 
$5,000 in 1954. the result is as follows:™ 
A capital loss carryover of $2,500 will 
be allowable to A for his taxable year 
1955 and for his next four taxable 
years, and a capital loss carryover of 
$2.500 will be allowable to B for his 
taxable year ending August 31, 1955 and 
his next four taxable years. Apparently 
the reference to the year 1955 as applied 
to A is a typographical error and should 
be to the year 1954, as A’s taxable year 
1954 corresponds to B’s taxable year 
ending August 31, 1955. Moreover, if 
the beneficiary’s taxable year in or with 
which the last taxable year of the estate 
ends is to be considered a subsequent 
year for the purpose of the carryover, A 
would be entitled to a capital loss carry- 
over for his taxable year 1954. 


Meaning of Beneficiaries 
Succeeding to the Property of 
an Estate or Trust 


The statute allows excess deductions 
in the year of termination of an estate 
or trust to be taken by “the beneficiaries 
succeeding to the property of the estate 

Sec. 1.642 (h)-1(a). 

10Sec. 642 (h). 

Sec. 1.642 (h)-1(e). 
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or trust.”!* The regulations'* take the 
position that the quoted phrase includes 
only those persons receiving amounts 
from an estate or trust which are not 
excluded from income of the bene- 
ficiaries by Section 663(a) of the Code 
as specific gifts or bequests of money 
or property payable in not more than 
three installments. Thus, according to 
the regulations, a pecuniary or specific 
legatee could not qualify as one entitled 
to the benefit of the excess deductions. 


The regulations on this point are of 
doubtful con- 
nection in the statute between the pro- 
vision which excludes from income a 
specific bequest payable in not more than 
three installments and_ the 
which allows deductions to a 
beneficiary succeeding to the property. 


soundness. There is no 


provision 


excess 


It is true that ordinarily a pecuniary or 
specific legatee would not be a_bene- 
ficiary succeeding to the property of an 
estate. However, if there is a bequest of 
a specific sum of money or of specific 
property and the estate is insufficient to 
satisfy the bequest, the legatee suffers 
because of losses sustained by the estate; 
and if he succeeds to the entire property 
of the estate, he should be entitled to 
the excess deductions. The regulations 
should be modified to show that there 
may be exceptions to the general rule 
which they state. 


Effect of Capital Gains 
on Distributable Net Income 


The statute limits the amount taxable 
to beneficiaries of an estate or trust in 
any year to the distributable net income, 
as defined in the statute, for that year." 
The proposed regulations!’ repeat the 
statutory rule that capital gains are not 
part of distributable net income to the 
extent that they are (1) allocated to 
corpus and (2) are not paid, credited or 
required to be distributed to a_bene- 
ficiary during the taxable year and (3) 
are not paid or set aside for charitable 
purposes. They point out that capital 
losses are excluded in computing dis- 
tributable net income except to the extent 
that they enter into the computation of 
capital gains which are included in dis- 
tributable net income. 

In an example, the regulations say 
that where an amount is realized from 
the sale of securities at a profit and an 
equivalent amount in excess of income 
is distributed, the capital gain “will not 
ordinarily be included in distributable 





12S ec. 642 (h). 

13Sec. 1.642 (h)-1(c). 

MSecs. 652(a), 662(a), 643 (a). 
15$ec. 1.643 (a) -4. 


net income.” They say, however, that 
if the trustee follows a regular prac. 
tice of distributing the exact net pro- 
ceeds of the sale of trust property. 
“capital gains will be included in dig. 
tributable net income.”'® The rule ap. 
pears to be satisfactory as far as jj 
goes, but it requires elaboration. 
What is the rule where an executoy 
makes a distribution of corpus from a 
commingled bank account which jp. 
cludes proceeds of securities sold at a 
gain? The executor can satisfy one of 
the requirements for exclusion of capital 
gains from distributabe net income 


) 
allocating or crediting the gains to 
corpus. But how does he satisfy the re. 
quirement that the gains shall not be 
distributed? If he has in the commingled 
bank account a sufficient 
cover the distribution without invading 
capital gains, is a bookkeeping entry 
sufficient to show that the gains are not 
being distributed? It was held under the 
pre-1942 law, when a distribution of 
prior year’s income was not taxable to a 
beneficiary, that an could 
identify a distribution from a_ com- 


executor 


mingled bank account as a distribution 
of prior year’s income by making a 
notation to that effect on the check." 
Since there is no provision in the 1954 
Code which deals with identification in 
such cases, the same rule should apply 
under present law in determining whe- 
ther capital gains are distributed and 
thus became part of distributable net 
income. 

Perhaps the language of the regula- 
tions quoted above means that in the 
absence of an identification of a distri- 
bution as including capital gains, capital 
gains will not be deemed distributed. 
This point should be clarified in the 
final regulations. 


Treatment of Capital Gains 
in Year of Termination 


In an example, the proposed regula- 
tions say that if a trust instrument di- 
rects the payment of income to A and 
that the principal be paid to A when 
he reaches 35, “all capital gains realized 
in the year of final distribution will be 
included in distributable net income.””* 
They fail to say how the gains would 
be taxed if they were realized in the year 
A reached 35 but the trust assets were 
not distributed until the following year. 


Since the trust continues for a reason- 
able period after A reaches 35, if under 


16Sec. 1.643 (a) -4(d). 
Ethel L. Garrett, 45 B.T.A. 848 (1941). 


18Sec. 1.643 (a)-4(d), Example (3). 
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state law the trustee is not required to 
distribute the gains currently to A but 
is permitted to withhold them until the 
following year, it may be that the gains 
are taxable to the trust and not to A. 
This point should be clarified in the 


> final regulations. 


Allocation of Deductions to 
Nontaxable Income 


Where deductions are not directly at- 
tributable to a specific class of income, 
the regulations provide that they may 
be allocated to any item of income, but 
they say that a “proportion thereof must 
he allocated to nontaxable income.”!® 

In examples illustrating the effect of 
the only items of deductions 

regulations allocate to 


this rule, 


which the non- 


taxable income are nonbusiness ex- 
penses, such as trustees’ commissions, 
and the regulations probably do not 


intend to apply the allocation rule to 
any other Non- 
business expenses are the only class of 
deductions which the statute allows only 
to the extent allocable to 


class of deductions. 


taxable in- 
regulations should make 
it clear that the allocation rule does not 


apply to any other class of deductions, 


come.”’ and the 


Different Taxable Years 


The statute provides that if the tax- 
able year of a beneficiary is different 
from that of the estate or trust, the 
amount which the beneficiary is required 
to include in gross shall be 
based upon the amount of income of the 
estate or trust ending within or with 
his taxable year.*! A question which has 
troubled fiduciaries under the 1939 Code 
as well as the 1954 Code is how the 
statutory provision applies when a trust 
beneficiary dies during the taxable year. 


income 





For example, if a trust and an income 
beneficiary are on a calendar year basis 
and the dies on June 30, 
1956, is the beneficiary’s share of net 
income received by the trust in 1956 up 
to the date of his death includible in his 
fnal return, or, since the taxable year 
of the trust does not end with or within 
the final period of the beneficiary, is the 
beneficiary’s share of income includible 
in the return of his estate rather than in 
his final return? 


beneficiary 


Although they do not contain a clear 
statement of the rule in this situation. 


— 


(Continued on page 579) 
—-_—_—_—_— 
“See. 1.652 (b) -1(e) (2). 


*°Sees. 212, 265(1). Interest is disallowed to the 
extent that it relates to indebtedness incurred or 


continued to purchase or carry tax exempt obliga- 
tions. See. 265 (2). 


“Sees. 652(c), 662(c). 
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A Certified Public Accountant Explains 


The Balance Sheet 


as a Tool in Estate Planning 


MICHAEL D. BACHRACH, C.P.A. 


Bachrach, Sanderbeck & Company, Pittsburgh, Pa. 


IFE UNDERWRITERS ARE GENERALLY 

familiar with the various approaches 
available to them when discussing a 
man’s personal insurance program, and 
how it should be tailored to fit his needs. 
They are not always quite as sure about 
themselves when they are discussing a 
business insurance program. 

One reason for this hesitation is that 
the underwriter often has only a vague 
notion of the financial position of the 
concern, what contingent liabilities it 
may face, and how much insurance it 
can afford to own. Moreover, he may 
be equally at a loss even if he is gazing 
right at the company’s balance sheet. 

The underwriter who is able to in- 
terpret the balance sheet of a business 
in terms of its insurance potential has a 
decided advantage over one who has 
no idea what the balance sheet indicates, 
or how the information can be used. 
A balance sheet (sometimes called State- 
ment of Financial Position) is a photo- 
graph of a business at a given date. If 
you know what to look for, the balance 
sheet will reveal the personality of the 
business to the same extent that a 
photograph of the owner shows not only 
what he looks like but also tells some- 
thing about his personality. 

The first figure which the under- 
writer should look for is the amount 
of total assets. He immediately knows 
how to gear his approach in relation to 
the size of the business. There is no use 
talking about a million dollar life in- 
surance program to a concern with total 
assets of $100,000. Conversely, there is 
no sense in talking a $10,000 insurance 
program to a company with assets of 
$1,000,000. 


Having determined the size of the 
business the underwriter next looks to 
see how strong it is. The mere fact that 
one business has assets of $1,000,000 
and the other has assets of $200,000 does 
not mean that the $1,000,000 business is 





From an address at the Annual Meeting of the 
Million Dollar Round Table, May 1956. 


508 


bigger and better than the $200,000 busi- 
ness. It is bigger but it may be a lot 
worse off financially. 

To determine the strength of the busi- 
ness the underwriter should turn to the 
liabilities section to see how much of 
the total assets belongs to the owners and 
how much belongs to the creditors. In 
other words, he should compare the out- 
standing debt with the capital invested. 
He may find that the $1,000,000 com- 
pany has liabilities of $600,000 and 
capital of $400,000. This means that the 
outside creditors have a bigger stake in 
the business than the owners themselves. 
Such a business has a poor rating. He 
may find that the $200,000 company 
has liabilities of $20,000 and capital of 
$180,000. This is a strong showing, and 
entitled to a very good financial rating. 

No business is really strong finan- 
cially unless the capital (net worth) is 
at least twice as much as the liabilities. 
By the same token a business is not in 
very good shape when its balance sheet 
shows more liabilities than capital. 


Let us assume for the sake of our 
discussion that the $1,000,000 balance 
sheet is that of a corporation while the 
$200,000 balance sheet is that of a part- 
nership. Interestingly enough, both the 
weak $1,000,000 corporation and the 
strong $200,000 partnership are very 
live prospects for the life underwriter, 
but for different reasons. 

The $1,000,000 corporation because 
of its unfavorable financial ratios needs 
to have its credit rating strengthened. 
Next to obtaining additional permanent 
capital (if anyone can be found willing 
to invest money in the business) the 
second best method of strengthening its 
credit position is to insure the lives of 
one or more of its officers in favor of the 
corporation. The appearance on any 
balance sheet of a footnote stating that 
the lives of the officers are insured in 
favor of the company adds to the 
strength and prestige of the corporation 
and to its ability to borrow money. 


Our strong $200,000 partnership does 
not need life insurance for credit pur- 
poses and the underwriter would waste 
his time with that approach. Let us 
assume that there are three partners and 
that each has a capital account of $60,- 
000. If should the business 
would have no problem paying off the 
$60,000. But if such a payment were 
made it would have two adverse effects. 


one die 


First, it would reduce the company’s 
net worth by $60,000 so that thereafter 
the financial ratios would not be nearly 
as favorable. Secondly, the $60,000 
would come out of the working capital 
and thus impair the future earning 
power of the business. Both are good 
reasons why life insurance is needed, 
but the second is more effective. 


Working Capital 


What is meant by working capital? 
How can you tell how much working 
capital a business has? More important, 
how can you tell how much working 
capital a business needs? 

The term “working capital” means the 
excess of current assets over current 
liabilities. If a business has $200,000 of 
current assets and $120,000 of current 
liabilities it has a working capital of 
$80,000. 

Let us assume that our $1,000,000 
corporation has current assets of $500,- 
000 and current liabilities of $400,000. 
Thus the working capital is only $100,- 
000. With such a limited amount of 
working capital the corporation is not 
in a position to buy much life insurance. 
It is having enough trouble to keep 
going. However, since life insurance is 
a must in this case, it is not a question 
of how much this corporation can afford 
but how much is the least amount it 
should carry and still make a respectable 
showing. Under the circumstances, this 
corporation should carry at least $300,- 
000 of life insurance,, because, as ex 
plained later, it has a deficiency of $300, 
000 in its working capital. 
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We shall assume that our $200,000 
partnership has $150,000 of current 
assets and $20,000 of current liabilities 
_more than 7 to 1. Bankers are satis- 
fed with a ratio of 2 to 1. This partner- 
ship can well afford to buy all of the 
insurance necessary to keep the firm 
‘ntact at the death of any partner. 

How much working capital does a 
business need? There is, of course, no 
limit to how much working capital a 
business can use. The more it has the 
more volume it can handle. However, 
there is a minimum of working capital 
which is necessary if the business is to 
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will (or should) find mention of any 
contingent liabilities. The moment he 
sees reference to a contingent liability 
there should leap into his mind the ques- 
“What has make 
sure that the business will have sufficient 


tion been done to 
funds to meet the contingency when it 
Not all of the many kinds of 
contingent liabilities are of the type that 
require funding. On the other hand, 


arises? 


there are other types of contingent 
liabilities which by their very nature 
lend themselves to life insurance treat- 
ment and can impose a serious burden 


on the business if they are not funded. 


does | be able to go along and meet its bills. Our $1,000,000 corporation had Let us assume that our weak $1,000.- 
pur- This amount is determined very  §400,000 of current liabilities, Therefore “— —— “ap a apreine yw 
een simply. It has been stated that working jt needs a minimum of $400,000 of who 4 es vorumnae ne aoe _— 
us capital is computed by subtracting the working capital. It has only $100,000. .. a & ee “" ag egy . the 
— total of the current liabilities from the There is a deficiency of $300.000. Al- an . a a . ig? _ oe 
we adele amagage “> en though the deficiency is not cured by py 6 Sa as opt i: a 
" ~ | been stated that a normal ratio of cur- taking out an equivalent amount of life i Mi a allen a: iia 
aa en & 4 se " This being so, it insurance, it helps a great deal from a hin ids rae a ad of etgetiinny 
° & follows that the minimum amount of credit standpoint. = : 
cts. working capital needed is an amount i ne ’ . arrangement is sometimes referred to as 
a ; ete [he underwriter who can figure out 4 deferred compensation agreement, 
yay exactly equal to the current liabilities. how much working capital a company ore appropriately termed a salary con- 
after | This is true no matter what kind of lacks is in a position to advance a very 1“ ae " tract. ere 
arly | business you are dealing with, and it effective sales argument a Sere 
.000 | makes no difference whether the busi- mn All that this executive has is a mere 
pital | ness is carried on in the form of a corpo- Look at the Footnotes promise to pay on the part of a corpora- 
ning } ration, partnership, or sole proprietor- The next thing the underwriter should — tion which is not too strong financially. 
z00d | ship. do is scan the footnotes. In these he If he himself has not thought of it, the 
ded, 
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life underwriter should remind him that 
the contract is meaningless unless funded 
by appropriate life insurance and in- 
sured annuities. Every concern which 
has one or more compensation agree- 
ments in force is a very live prospect 
for an insurance underwriter. 


Most of the corporations in the United 
States are small and most of them have 
only moderate financial strength. The 
average underwriter will not often be 
handed a balance sheet showing total 
assets of $1,000,000 or more. The most 
recent statistics compiled by the Internal 
Revenue Service (1952) show that about 
one-half of the 672,000 active corpora- 
tions in the United States reported net 
incomes of less than $5,000. Only 28,000 
corporations in the whole country re- 
ported a net income of $100,000 or 
more. 


Many close corporations (and partner- 
ships) have or should have buy-and-sell 
agreements with their stockholders (or 
among the partners). If the balance sheet 
contains no footnotes or if the footnotes 
do not mention that point, the under- 
writer should inquire whether such types 
of agreement exist and if they do, what 
has been done to meet the contingency. 
If such an agreement has been written it 
constitutes a contingent liability which 
should be noted in the balance sheet. The 
company may have overlooked this point 
but the underwriter should not overlook 
the business insurance possibilities. 


Very often a partnership or sole 
proprietorship will enter into a long- 
term lease on a choice business location. 
This also constitutes a contingent liabil- 
ity which can reach a very substantial 
amount. Again the balance sheet will 
furnish the necessary clue to the under- 
writer. If it does not, he should raise 
the point himself and then ask the in- 
evitable question “How would such a 
long-term liability be met if something 
happened to the principal owner or 
owners?” 


Sometimes an officer of the company 
or one of the partners owes a consider- 
able amount of money to the corpora- 
tion or partnership for excess with- 
drawals or advances. The underwriter 
will generally find such ‘items in the 
balance sheet under the heading “Due 
from officers,” “Loans to officers.” 
“Loans to partners,” etc. Where such an 
item appears the underwriter should sug- 
gest that insurance on the life of the 
officer or partner (with premiums paid 
by the business) would not make the 
other stockholders and partners feel 
happier but would reassure the banker 
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who is lending money to the business 
enterprise. 

Alert underwriters have long known 
that Section 531 (old Section 102) pro- 
vides fertile soil for life insurance seeds. 
It is not unusual for a corporation which 
started with a capital of $50,000 to have 
a surplus of $500,000 on the balance 
sheet date. However, it is not the size of 
the surplus that matters but whether 
it is being effectively used in the busi- 
ness. If the underwriter finds that a large 
part of the surplus is represented by 
cash in banks, government bonds, 
marketable securities, etc., he can point 
out that the question of unreasonable 
accumulation might be raised and that 
one way of avoiding it is to invest some 
of the cash in life insurance 
policies which are no less an investment 
than any other type of security, but are 
not likely to be challenged. 


excess 


How Much? 


Finally, we come to a question which 
businessmen often ask, namely, how 
much can my business afford to pay for 
life insurance premiums? The formula 
which I use is entirely homemade. I 
have never seen it described in any 
publication. I have never heard it ad- 
vocated by any CPA or other business 
analyst and if any life underwriters 
have hit upon the same idea it has not 
been brought to my attention. I say this 
so that you will clearly understand there 
is no authoritative basis for my reason- 
ing and therefore it may not carry much 
weight with other practitioners. How- 
ever, because clients who ask that ques- 
tion expect a satisfactory answer I have 
generally suggested a figure equivalent 
to 10% of the amount paid during the 
year for executive salaries. 


My reasoning is based on the assump- 
tion that the salaries which a business 
pays its officers or employees is a fairly 
reliable guide on how valuable these 
men are to the company. I think it is 
logical that a man earning $50,000 a 
year should be covered by more insur- 
ance than a man earning $20,000. If a 
corporation has three officers whose com- 
bined salaries are $60,000 a year and 
it is desired to insure these men I sug- 
gest as much insurance as can be pur- 
chased with premiums of $6,000 a year. 


The underwriter will not be able to 
ascertain, by looking at the balance 
sheet, how much the officers are paid. 
This amount appears in the income 
statement or on an appropriate line of 
the income tax return. However, the 
point to keep in mind is that two busi- 
nesses of equal size do not necessarily 


pay equal amounts in executive (or key. 
man) compensation since one may }, 
more profitable than the other and jx 
will and able to pay higher salaries 
By pegging the potential insuranee 
coverage to the size of the executive pay. 
roll rather than to the size of the busi. 
ness the underwriter will generally }¢ 
on much better ground. 

Interestingly enough, experience has 
shown that my homespun formula gen. 
erally yields an amount which seem 
to be in line with all of the other ex. 
penses in the income statement, hence 
does not unduly distort the operating 
ratios. 


Six Guideposts 


To recapitulate then, here are the six 
“guideposts” which will steer the under. 
writer to his goal when he reads the 
prospect’s balance sheet: 

1. Total Assets—the size of the 
business. 
2. Ratio of Capital to Liabilities— 
the strength of the business. 
3. Ratio of current assets to cur- 
rent liabilities—the working capital 
position. 


4. Contingent liabilities—the “un- 
recorded mortgages.” 


5. Surplus Accumulation — the 





danger signal. 


6. Executive Payroll —how much 
insurance. 


A A A 


Tax Threat to Business 
Owners Discussed 


Threat of dissolution of family or 
closely owned businesses because of 
failure to plan the estates of the indi- 
viduals concerned was the basis of 
talks given in Schenectady and Ithaca. 
New York, by Earl R. Hudson, presi- 
dent of Kennedy Sinclaire, Inc., New 
York City trust advertising firm. Speak- 
ing before gatherings of local business 
men and attorneys, Mr. Hudson dis- 
cussed compelling reasons for seeking 
advice on estate planning from their 
banks and attorneys. The possible dis- 
astrous effects upon the assets of an 
estate when the Government establishes 
a high tax value for estate tax purposes 
were illustrated, as were 
through use of buy-sell agreements or 
purchases of life insurance. 


solutions 


Sponsoring the discussion in Schenec- 
tady on May 21st was the Schenectady 
Trust Company. The meeting in Ithaca 
on May 25th was under the auspices 
of the Tompkins Bar Association. 


A A A 
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King-Size Moving Day 

New York’s Wall Street, normally a 
deserted spot on Sunday, buzzed on 
June third to the movement of Wells 
Fargo armored trucks and accompany- 
ing police escorts with drawn guns. It 
was moving day for the 103 year old 
United States Trust Co., with all its 
assets and records. The demolition of its 
present structure together with the At- 
lantic Building at 49 Wall Street and 
construction of a new 27 story building 
on both sites necessitated lease of tempor- 
ary quarters for the next three years at 
37 Broad Street. 

The transfer of some $5.5 billion of 
valuables was a monumental task of 
plamning and scheduling and its success- 
ful completion by early afternoon testi- 
fies to the five months of effort on the 
part of the building committee headed 
by vice president James P. Tobey. 180 
specially identified people were involved 
on moving day. An officer of the bank 
rode on each truck. An_ interesting 
aspect of the project was the insurance 
coverage, reputed to be the largest all- 
risk insurance ever placed. The risk 
was shared by 20 United States and 41 
British companies through Lloyd’s and 
each armored load was limited to maxi- 
mum coverage of $110 million or a total 
of $5.5 


contingencies and continues until a com- 


billion. Protection covered all 
plete physical audit is completed. 
A A @ 
Wills Discussed on TV 

Failure to have a will is something 
of a national problem because more than 
half the adult population are without 
one, Arthur Pfleiderer, senior vice presi- 
dent of Detroit Wabeek Bank and Trust 
Co. said on a public-service television 
panel on the subject on WTVS, Detroit. 
By not making a will, a surprising num- 
ber of people are failing to take ad- 
vantage of one of their basic legal rights 
and ignoring an important family re- 


sponsibility, he cautioned the TV 
audience. 
Other panel members were: Dale 


Davis, Detroit newspaperman, modera- 
tor; Thomas A. Jacques, Detroit attor- 
ney; Judge Donald T. Anderson, presi- 
dent of the Michigan Probate Judges 
Association, and Dr. Abel A. Hanson, 
general secretary of Teachers College, 
Columbia University. It was a survey 
by Teachers College, under Dr. Hanson’s 
direction, that first revealed that more 
than half the adults in the United States 
do not have a will. 


Answering the belief that a person 
may not have an estate large enough to 
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Armored truck leaving United State: 


warrant having a will, Mr. Pfleiderer 
pointed out that this person is forgetting 
important rights he might hold, a pos- 
sible future inheritance, personal treas- 
ures, or assets which might be uncovered 
after his death. He explained, too, that 
jointly held property as a substitute for 
a will, does not take into account the 
possibility of simultaneous death, or the 
best tax benefits. 

Mr. Jacques noted that the right to 
make a will is granted by the state, but 
it must be drawn up in strict accordance 
to law to prevent later headaches. 

Judge Anderson emphasized precise 
planning in a will where there 
children, and especially where 


are 
these 
children are born of a second marriage 
or adopted. He noted frequent failures 
to provide for children born after a will 
was made as an important reason for a 
periodic review of one’s estate plans. 


WTR 4 YOU ON 


d 


Attorney Thomas A. Jacques explaining on TV show what a will can do, as Dr. Abel A. 
Hanson, general secretary of Teachers College, which developed the program, looks on. 


Trust Co.'s office with part of $5.5 billion 
in assets to new location. 














Mr. Jacques said it is important for 
ihe wife to have a will, whether or not A 
she has income of her own. He referred ¢ 
to a case where a wife inherited a con-§ | 
siderable estate from her husband and , 
died shorily after him. The entire estate } / 
was distributed to her family according | \ 
to the laws of intestacy, with the result Me 
that a child by her husband’s first mar--— 


: ; “AD 
riage was not provided for at all. se 
= vast 


The panel noted that 
charitable institutions were not taxable } 


bequests to 


as part of an estate. Dr. Hanson’s survey 
revealed that, among the 20‘7 who re- 
ported other than family provisions in) 

their wills, churches and colleges were | 


top preferences. 


Teachers College has prepared free} int 
pamphlets on wills, available from its} thr 
Development Council, 525 West 120th All 
Street, New York 27, N. Y. Sas 
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CANADA 


vast mineral wealth, magnificent scenery. 


CANADA'S TRUST ASSOC 


TRUST COMPANIES ASSOCIATION 


) HE 
were : . : ‘ 
of Canada, at its annual meeting In 


Toronto on April 19, was reorganized 


into seven regional groups of companies 


throughout the Dominion. They are 
Alberta. British Columbia. Manitoba- 
Saskatchewan. New Brunswick - Prince 


Edward Island, Nova Scotia-Newfound- 
land, Ontario and Quebec. Chairmen of 
the regional groups at the time of ihe 
annual meeting of the Canada Associa- 
tion will be ex-oflicio regional vice presi- 
dents of the latter. 

D. G. Grant, general manager of the 
Nova Scotia Trust Co. at Halifax, was 
elected president of the Association. suc 
ceeding J. Allyn Taylor, joint general 
manager of The Canada Trust Co.. Lon- 
don, Ont. (See Mr. Taylor’s remarks at 
page 516 for background of reorganiza- 
tion move.) The new first vice presi- 
dent is A. R. Courtice, assistant general 
manager of The Toronto General Trusts 
Corp., Toronto. 

The ever-efficient W. R. Scott remains 
as secrelary-treasurer. 

Under the amended Articles of Asso- 
ciation, the regional vice presidents be- 
come members of the Executive Com- 
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great land of contrasts, with ocean-like lakes, great forests, modern 


industries, broad, sweeping prairies, rich farm lands, 


Photo from “Canada Today” courtesy of Bank of Montreal 


elected 
by the members. The latter are R. K. 
Johnston, of Monireal Trust Co. at Tor- 
onto; C. F. Harrington, of The Royal 
Trust Co. at Toronto; W. L. Knowlton. 
(). C.. of The Canada Permanent Trust 
Co. at Toronto: R. G. Thomas, Q. C.. 
of Victoria and Grey Trust Co., Owen 
Sound; and J. M. Armstrong, of The 
National Trust Co.. Ltd. All are 
ant general managers except Mr. Arm- 


mittee together with five men 


assist- 


strong who is manager of the Trust 
Department. 
Action has already been taken by 


existing local associations to implement 
the new plan. The Trust Section of the 
Morigage and Trust Companies Associa- 
tion of British Columbia has been re- 


RETIRING AND NEW PRESIDENTS OF 
TRUST COMPANIES ASSOCIATION 
OF CANADA 





J. A. TAYLOR 


ATIONS MEET 





organized as the British Columbia Sec- 
tion of The Trust Companies Associa- 
tion of Canada. Officers chosen for thé 
Chairman: E. E 


are: ; 
Spencer, of The Eastern Trust Co. at 


coming year 
Vancouver: vice chairmen: H. E. Bond, 
of The Canada Permanent Trust Co. at 
D. R. Abbott. of The 
Canada Trust Co. at Vancouver: secre- 
tary-treasurer: J. W. R. Seatle, of The 
Royal Trust Co. at Vancouver; all are 


Vancouver. and 


. . 
managers of their branches except the 
last who is assistant manager. 


At its annual meeting also held on 
\pril 19, The Trust Companies Asso- 
ciation of Ontario voted to become the 
Ontario Section of the Canada Associa- 
tion, electing as its new chairman W. A. 
Bean, deputy general manager of The 
Waterloo Trust and Savings Co. Kitch- 
ener. He succeeds Mr. Harrington. H. 
G. Soward, assistant general manager 
of Chartered Co.., 
chosen vice chairman, and W. R. Scott 


Trust Toronto. was 
continues as secretary-treasurer of this 


Association as well as the Dominion 


group. 
The Trust Companies Association of 
Quebec has appointed a committee to 
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submit the necessary amendment to the 
Articles of Association to effect integra- 
tion with the Canada Association. 


Trust Growth 

The total of estates, trusts and agency 
funds under administration by Cana- 
dian trust companies at the end of 1955 
reached $4,720,038,148, an increase of 
$326,690,032 over the amount on De- 
cember 31, 1954.* The over-all volume 
of assets under administration, includ- 
ing company funds, ordinary deposits 
and guaranteed investment certificates, 
was $5,434,612,214, a gain of $406,- 
644,739. 

The value of corporation bonds certi- 
fied by Canadian trust companies under 
bond mortgages declined about $7 mil- 
lion to $585,795,000. Harold F. C. 
Lount, chairman of the Stock Transfer 
Section of the Ontario Association, re- 
ported that Ontario companies had is- 
sued 3.515.843 certificates in 1955, up 





NEW HEADS OF ONTARIO AND BRITISH 
COLUMBIA SECTIONS 





W. A. BEAN E. E. SPENCER 





50% over the prior year. while checks 
issued totalled 2,012,784. an increase of 
96,000. The value of dividends dis- 
bursed was $185,.937,575, a rise of $36 
million. For the fourth successive year, 
trading on the Toronto Stock Exchange 
was the highest in volume of any ex- 
change on the continent and second 
only to New York in dollar value, with 
1,519,694,000 shares and $2.699,008.,- 
000 in value. The bulk of the volume 
was in mines and oils which accounted 


for ail but 30.342.201 shares. 


Training Course Graduates 39 


In 1955 there were 121 registrations 
in the complete Employees Training 
Course conducted by the Trust Com- 
panies Association of Canada in coop- 
eration with Queens University, it was 
reported by committee chairman C. A. 
Burton, assistant secretary-treasurer of 
National Trust Co. Ltd., Toronto. There 
122 


subjects. 


were registrations in individual 


Of the 39 graduates. Ian Marr of 





*See table for individual company figures; totals 
in table vary slightly from above figures due to 
exclusion of some very small companies. 
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VOLUME OF ESTATE, TRUST & AGENCY FUNDS 
ADMINISTERED BY CANADIAN TRUST COMPANIES* 


As of December 31, 1954 and 1955 


MEMBERS OF TRUST COMPANIES ASSOCIATION OF CANADA 


Institution 


ACADIA TRUST Co. 
ADMINISTRATION & TRUST Co. 
BARCLAYS TRUST Co. OF CANADA 
BRITISH CANADIAN TRUST Co. 
BROCKVILLE TRUST & SAVINGS Co. - 
CANADA PERMANENT TRUST Co. - 
CANADA TRUST Co. 

CENTRAL TRUST Co. OF CANADA 
CHARTERED TRUST Co. . 

CROWN TRUST Co. . 

EASTERN TRUST Co. . 

EQUITABLE TRUST Co. _. 
GENERAL TRUST Co. OF CANADA 
GUARANTY TRUST Co. OF CANADA - 


INDUSTRIAL MORTGAGE & TRUST Co. 


LAMBTON TRUST Co. 

MARITIME TRUST Co. 

MONTREAL CIty & DIST. 
TRUSTEES LTD. . 

MONTREAL TRUST Co. 

MorGAN TRUST Co. 

NATIONAL TRUST Co. LTD. 

Nova Scotia Trust Co. . 

PREMIER TRUST Co. 

PRUDENTIAL TRUST Co. LTD. 

RoyYAL Trust Co. 

SOCIETE NATIONALE DE FIDUCIE 

STERLING TRUSTS CORP. 

TORONTO GENERAL TRUSTS CORP. 

VICTORIA & GREY TRUST Co. 

WATERLOO TRUST & SAVINGS Co. - 

WESTERN TRUST Co. - 


YORKSHIRE & CANADIAN TRUST Co. - 


Head Office 
Truro, N. S. 
Montreal 
Montreal 


Lethbridge, Alta. 


Brockville, Ont. 
Toronto 
London, Ont. 
Moncton, N. B. 
Toronto 
Toronto 
Halifax 


Winnipeg 


Montreal 


--Toronto 


Sarnia, Ont. 


__Sarnia, Ont. 
st. John, N. B. 


--Montreal 
Montreal 


Montreal 


--Toronto 


Halifax 


-Toronto 
_Montreal 


Montreal 
Montreal 


_Toronto 

Toronto _. 
.....Lindsay, Ont, __.. 

_Kitchener, Ont. 


Winnipeg 


Vancouver - 





OTHER TRUST COMPANIES 


ALUMINUM Fypuciarigs Ltp. ____ : 
BRITISH MORTGAGE & TRUST CORP. 
CANADIAN TRUST Co. - 
COMMERCIAL TRUST Co. 
CUSTODIAN TRUST Co. . ae: 
EXECUTIVE & ADMIN. TRUST Co. _. 
GUARDIAN TRUST Co. 
IMPERIAL TRUST Co. 

NORTH CANADIAN TRUST Co. _ 
OKANAGAN TRUST Co. .- 
REGENT TRUST Co. 

RETAILERS TRUST Co. 
SCOTTISH TRUST Co. - 
SECURITY TRUST Co. 
SHERBROOKE TRUST Co. __. 
WESTMINSTER TRUST Co. - 


Total - 


Montreal - 
Brockville, Ont. _ 


_.Montreal - 
._Montreal __________ 


P.E.I. 


_.Moose Jaw, Sask. : 
Montreal - 


Montreal . 
Winnipeg .- 


__Kelowna, B.C. 
_.Winnipeg 
_Saskatoon 
_.Montreal 


Calgary, Alta. : 


_Sherbrooke, Que... 
New West- 


minster, B.C. 


Grand Total 


*Figures furnished hy K. Bullerwell of the office of Superintendent of Insurance K. R. MacGregor. 


Parenthetical figures are as of earlier year. 
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The Waterloo Trust and Savings Co., 
Kitchener, received the highest average, 
95, E. Montague of Crown Trust Co. 
at Vancouver, and J. H. Speake of The 
Canada Trust Co. at Windsor, were sec- 
ond and third, respectively. 

This past March 119 examinations 
were written, of which 107 were passed. 
Prizes were the 
receiving the highest marks in the indi- 


awarded to students 
vidual courses, as follows: 

Trust Business I: A. F. James, Na- 
tional Trust Co., Ltd., Edmonton. 
Elements of Law: F. F. Wickham, 
Montreal Trust Co., Montreal. 
Bookkeeping and Personal Trust Ac- 
counting: Miss A. V. McPherson, The 
Toronto General Trusts Corp., Saska- 
toon. 

Trust Business Il: K. T. McNair, The 
Canada Trust Co., London, and P. J. 
Sewell, National Trusi Co., Ltd., Tor- 


_ 


In his remarks as retiring president 
of the Ontario Association, Mr. Har- 
rington reported that the six restricted 
and one discretionary common trust 
funds operated by six Ontario compan- 
ies increased by $5,184,000 in 1955 to 
a total of $13,230,000, with the largest 
fund being $3,450,000 and the smallest 
$955,546. There were 1.706 participa- 
ting trusts in these funds. 

The Ontario Association’s Commit- 
tee on Common Funds 
chairman is E. T. Godwin, general man- 
ager, Crown Trust Co., Toronto, suggest- 
ed three amendments to the official Reg- 
ulations which were approved shortly 
before the annual meeting. They pro- 
vide for increasing the limit of partici- 
pation from $50,000 to $100,000; defer- 
ment of segregation or sale of securities 
or mortgages held by the fund until 
Soa has existed for six months; and 


Common Trust Funds 


Trust whose 


a higher percentage of investment in 
certain classes of securities. Total in- 
vestment in guaranteed investment cer- 
lificates of any trust company, or de- 
bentures of any loan company, or bonds 
of (or guaranteed by) any municipal 
corporation shall not exceed in each 
case 10% of the book value of the fund. 
lt is further provided that the total in- 
vestment in obligations of any other 
| Pron shall not exceed These 
limitations do not apply to obligations 
of the Government of Canada or any 
province. 


co 
27/0- 


British Columbia became the second 
province to enact common trust fund 
enabling legislation with the passage 
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this year of an amendment to the Trust 
Companies Act. 


Formal Program 


Two principal papers were presented 
at the Trust Forum conducted by the 
Ontario Association. In the first of 
these, H. G. Soward of Chartered Trust 
Co. in Toronto described the real es- 
tate operations of his company (see p. 
529). Outlining the wide scope of activ- 
this field, that, 
their sometime complexities, 


ities in he concluded 
despite 
they can be well rewarding. 

In the other address, R. S. Whyte of 
The Royal Trust Co. in Montreal high- 
lighted recent trends in the pattern of 
pension plans. Remarking that trust 
companies should not unduly press cor- 
porations to adopt a trusteed plan, Mr. 
Whyte suggested rather that they should 
offer guidance to the employer in an- 
swering a number of basic questions 
(see p. 525). The proposed liberaliza- 
tion of offers a 
great opportunity to “do an imagina- 
tive job of managing pension contribu- 
tions,” Mr. Whyte observed, but with 
it goes the responsibility of assuring 
companies and their employees that the 


investment powers 


payment of pensions is never in jeop- 
ardy. 


At the dinner which closed the On- 
tario Association’s program, Dr. J. R. 
Petrie of Montreal debunked the myth 
of Canadian reliance upon raw mate- 
rials for its world trading position, as- 
to 
represented 


serting that, contrary uninformed 


opinion, these only one 
third of total export volume, while man- 
ufacturing employs one out of four per- 
sons and produces one third of national 
income. The speaker aligned himself 
solidly with supporters of non-resident 
investment in Canadian industry (see 
page 541). Because certain statutory 
and relatively small 
capita wealth have tended to dampen 
broad equity participation, the influx 
of foreign capital to develop Canada’s 


restrictions per 


resources has been a boon, he asserted. 


However, this condition is not perma- 


nent and Dr. Petrie foresaw that Canada 
will “one day be looking for foreign 


outlets for surplus Canadian capital.” 


Dr. Petrie urged that development of 
Canadian capital markets be encouraged 
by permitting greater equity holding by 
institutions and trustees, elimination of 
differentials 
partially-owned 
of foreign firms (together with offering 


tax between wholly and 


Canadian subsidiaries 
share participation to Canadian nation- 
als) and creation of a Canadian SEC. 
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President’s Report 


NTRENGTHENING CANADA'S Trust FApric- 


J. A. TAYLOR 


President, The Trust Companies Association of Canada; 
General Manager, The Canada Trust Company, London, Ontario 


URING THE PAST YEAR ASSOCIATION 
D activity has been directed toward 
two major objectives. 

The first of these related to a reor- 
ganizing of the relationship between 
the Trust Companies Association of 
Canada and the various Provincial As- 
sociations so as to simplify and stream- 
line the over-all Association picture and 
to properly integrate the various Pro- 
vincial groups with the Canada Associ- 
ation. 

The aim was to replace the existing 
Provincial Associations with seven Re- 
gional Groups, namely Nova Scotia- 
Newfoundland, New Brunswick - Prince 
Edward Island, Quebec, Ontario, Mani- 
toba-Saskatchewan, Alberta, and Brit- 
ish Columbia, each to be known as a 
section of the Trust Companies Associa- 
tion of Canada and with the Chairman 
of each Region being elected a Vice 
President of the Canada Association. 
Such an over-all setup of Regional 
groups directly tied in with one parent 
body would parallel the type of organ- 
ization that appears to function so well 
in such groups as the Canadian Bar, the 
Canadian Bankers, the Life Officers and 
the Investment Dealers. 


Toward this end | communicated last 
September with a senior operating ofh- 
cial of each of the 32 member Com- 
panies of the Canada Association en- 
listing support of this objective. Twenty- 
six replies were received and each of 
them endorsed the proposal. The six 
Company officials who did not reply 
represented small Companies whose 
business activity is related to a rela- 
tively restricted geographical area. A 
meeting of the Canada Association on 
November 2Ist unanimously endorsed 
an amendment to the Canada Constitu- 
tion to be submitted for ratification to 


this Annual Meeting.* 


While obviously the new organization 
will require a re-allocation of certain 
budgets particularly as between the Can- 

gets | : 


*Ratified; see page 513. 
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Ontario Association, the 


reorganization should not involve any 


ada and the 


over-all extra expense and no change 
is contemplated this year in the total 
amount contributed by each member 
Company to Association activity. How- 
ever. the retiring Executive recommends 
to the incoming Executive that a joint 
committee from the Canada and _ the 
Ontario Associations be formed to re- 
view the fairness of individual Company 
assessments and at the same time to 
consider the feasibility of having the 
actual office facilities of the Secretary 
and his staff set up under some new ar- 
rangement that will give it the degree 
of prominence that the increasing im- 
portance of the Association calls for. 
It is recognized by all that we have been 
most fortunate in the arrangements that 
have applied to date with the Dominion 
Mortgage Association, and it would be 
the hope that those arrangements could 
be continued in modified 
that will achieve the desired end. 


some form 


If the various Provincial organiza- 
tions amend their Constitutions so as to 
tie in with the national body as planned, 
a long step forward will have been taken. 


he hasn't found the fountain of eternal 
he hold any key t 


roup of THE TRUST COMPANIES OF CANADA 


wterests of better public understanding 





First in series of institutional ads cited by 
Mr. Taylor. See page 537 for second. 


Member Companies in Canada will they 
be provided with an Association to speak 
for them on matters affecting Trug 
Companies at the national level while 
permitting Regional groups at the same 
time to be virtually autonomous in their 
own regional affairs. With one central 
secretariat to act as a clearing house for 
activities of all the various groups and 
with Regional officers holding office in 
the national Association as well. the 
full integration aimed for should be 
achieved. 


Institutional Advertising 


The second major objective of the 
year was an attempt to make a tangible 
start on some institutional advertising, 
I wrote a couple of months ago to ap 
proximately the same list of senior Com- 
pany officials who had responded so 
well to my earlier letter on Association 
reorganization, They were informed of 
an offer that had been made by two 
member Companies to each make a con 
tribution on a “no strings attached” 
basis that would allow a start on instk 
tutional advertising in 1956. Those two 
Companies had decided to proceed with 
expenditure — even 
though no other Companies supported 


a certain dollar 
the plan. Naturally an invitation was 
to be extended to other Companies to 
likewise participate and that was the 
purpose of the letter. It was also the 
intention that the project would from 
the beginning come under the aegis of 
the Canada Association. 


The response has been heartening. lt 
was suggested that each Company con- 
sider contributing for this specific pur 
of the total 
that they now contribute to Association 


pose approximately 50% 


activity. That total figure amounts to 
$18,000 and, therefore, a on 


hundred per cent response to the letter 


some 


would have produced $9,000 for insti: 
tutional advertising in 1956. Of the 26 
Companies approached for institutional 
advertising support, 12 have agreed to 
pariicipate this year on the basis sug 
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sted. 5 have deferred their answer, 
| have declined for reasons best known 
, themselves, and 7 have not replied. 
Vhat is more significant, of the 10 
argest member Companies, 6 are par- 
‘cipating. 2 have not yet decided, only 
me has declined, and one has_ not 
eplied. Actually we have a definite com- 
nitment of approximately $3,000 and 
vith the two large Companies still un- 
lecided the total could reach substanti- 
ly higher. In any event enough has 
n committeed to allow a reasonable 
\art this year. 


It was the thought of the two Com- 
nies who originally agreed to con- 
that the first advertisements 
,ould be inserted in the Financial Post 
id possibly some consideration then 


ibute, 


‘ven to other national publications such 
: MacLean’s or Time if funds permit- 
id. The first ad, which cost some $300. 
lypears in the Financial Post April 21st 
[See reproduction herewith). I am 
ring over to the incoming Executive 
report on what has been planned for 
)56 and what funds are available. The 
pport will include a recommendation 
iat a special committee be appointed 
immediately to report to the Executive 
“ the Canada Association and to as- 
ume responsibility for the expenditure 
f the funds available during the next 
2 months. I hope that the Committee 
ould be asked to plan ways of ensur- 
ng that the project will be a continuing 
ne, 


| This advertising start represents a 
lng step forward. With perseverence 
sults will start to show, the momentum 
success will grow, and I believe the 
y can come when all member Com- 
‘nes will participate in an_ institu- 
liunal advertising campaign that will do 
lor Trust Companies what similar cam- 
paigns have done for many years for 
groups such as the Chartered Banks 
and the Life Insurance Companies. Just 
as the whole pattern of our Canadian 
economy continues to change and ex- 
pand, so the function and scope of Trust 
Company services alter and increase. 
e must tell the public of these services 
, d yet in the face of rising advertising 
sts, of us can tell the whole 
| ory alone. Much of it could be told on 
(1 institutional basis because it is not 
mpetition among ourselves that should 
oncern us nearly as much as it is com- 
vetition with the erroneous understand- 
ng by the public of what the Trust 
ompany is, what it does, and what it 
harges. Herein lies the need for insti- 
utional advertising. 


none 
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Association’s Function 


I do not believe that undue emphasis 
should be placed on the value of Asso- 
cialion activity no matter how effective 
it may be. | personally believe each 
Company can best serve its particular 
objectives by concentrating on its indi- 
vidual development and I see no reason 
for any elaboraie Association structure 
to bolster this effort. At the same time 
I do believe an Association can perform 
an invaluable function in helping mem- 
ber Companies to maintain a common 
viewpoint and in acting as a clearing 
house of ideas among them. Of even 
greater importance it can be the official 
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y both in Ottawa 
and in the Provincial capitals. Of per- 


voice of the industry 
haps greatest importance, it can foster 
the prestige that is so essential to a 
proper general appreciation of the func- 
tion of the Corporate Trustee in our 
economy. 

The challenge of today and tomorrow 
to the Trust institution and the Trust 
Association alike is two-fold. It 
achieve a more effective degree of pub- 


must 


lic relations so as to bring about a 
broader public understanding. It must 
at the same time create a pride among 
the employees and officers of the Trust 
institution that will help to secure a 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 


range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Testamentary Trust 
@ Living Trust 

® Pension Trust 

® Investment Counsel 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
on all fiduciary matters affecting Illinois property. 


Chicago Title __. 3 
and Trust ". 
Company: a 


111 West Washington Street 





® Title Guarantee Policies 
®@ Escrow 

© Registrar 

© Transfer Agent 

® Land Trusts 


Chicago 2, Illinois ,° 





high caliber of employee and thus main- 
tain a staff that can measure up to the 
increasing complexity of the Trust busi- 
ness. If the Trust Companies Associa- 
tion of Canada in the future concen- 
trates through its public relations and 
through its staff training program on 
helping to solve these problems, its ex- 
istence will be fully justified and the 
time and money expended on it by indi- 
vidual Companies will return a hand- 
some dividend. 


Personnel Key to Future Growth 


No one could overstate the oppor- 
tunity that will unfold in the years 


ahead for the growth and development 
of the Trust business in Canada. None 
of us doubt the future of the country 
itself and the Trust Company has a 
basic permanent function to perform 
in the development of the country and 
its economy. Only one thing could stand 
in the way—failure to provide adequate 
personnel. The Trust Company has liter- 
ally nothing to sell but the knowledge 
and experience of the men and women 
associated with it. Therefore if its stand- 
ard of service is to continue to satisfy 
the needs of the Canadian public, prime 
attention must be given to ensuring an 
adequate flow of staff. 





Nothing takes the place of 
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Trust Assets . .. one billion, six hundred million dollars 
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Literally every year each of the mem 
ber Companies of our Association j 
reporting new highs in every phase 
its activity, and why not? In an ecop 
omy growing as rapidly as ours, ; 
would be a sad reflection on Trust Cua 
pany management if the story wep 
otherwise. Many of the annual ‘report 
not only stress volume of existing bus; 
ness but emphasize the increasing vo. 
ume of potential business that is ind 
cated to them through increasing num 
bers of Will appointments. The preser 
and potential volume of business the 
our records reveal must not in_itsel 
be taken as assurance of future succes: 
The Trust business could suffer irrepar 
able damage unless we can satisfy ow. 
selves and assure the public at larg 
that adequate steps are being take 
both to secure the right caliber of en. 
ployee and to develop adequate em. 
ployee training programs. 


Indeed, apart from the proper admin. 
istration of the business we each now 
enjoy, our greatest responsibility as 
Company officers is to shape our course 
in such a way that we will have in the 


future, both in numbers and in caliber. 


the staff that will be required to handle 
the business entrusted to us. As ow 
country grows the manpower demané 
will continue to outstrip supply and 
Trust Companies must redouble their 
efforts if they are to secure their needed 
share of the manpower pool. This can 
only be done by providing proper in- 
centive both to attract and to hold the 
type of individuals that will be needed 
to meet the demands of the future. De 
spite our dangerously narrow margin 
of profit and rising costs, each Com 
pany must shape the conduct of it 
business so as to provide for the ex 
pense which such an approach to staff 
involves. The standing and success of 
our individual Companies in the future 
will be directly related to our present 
efforts in building staff and_ officer 
strength. 
A A A 


A.B.A. Forms Employee Training 
Committee 


A special committee to review the 
training problems of the smaller banks 
and develop practical training guide: 
for them has been formed by the Amer 
ican Bankers Association. The Con 
mittee will be composed of four ment 
bers of the Country Bank Operation: 
Commission and four officers of large 
city banks experienced in training tech- 
niques. Chairman is L. M. Schwartz, 
pres., Citizens State Bank, Paola, Kan. 
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; Word Gets Around 


And we don’t depend on smoke signals 


to pass the word. 


For more than half a century our 
Trust Department has been serving 
friends from other states who required 
ancillary administration of property in 
Illinois. Banks and trust companies in 
all parts of the nation have turned to 
us with confidence when residents of 
their own communities required 
fiduciary help in Illinois. 


about the Value of 


The broad business contacts of our 
commercial banking officers are invalu- 
able in such cases. These men trained 
in our unique divisional organization 
have special qualifications in various 
industries and contribute greatly when 
needed. 


When you have a trust problem in 
Illinois think first of The First National 
Bank of Chicago. Our extensive facilities 
will always be available to you “on call.” 
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Mild Recession Unlikely to Halt 


Canada’s 1956 Growth 


& MID 1956, THE CANADIAN ECONOMY 

is continuing as active as in the 
last quarter of 1955. As in the United 
States, this general prosperity has not 
carried over to the farming community. 
Agriculture, particularly due to the 
wheat surplus, remains a continuing 
problem, although the unusually severe 
winter in Europe has resulted in a heavy 
demand for Canadian wheat and ship- 
ments have increased sharply. On the 
other hand, weakness in the United 
States automotive industry has not been 
reflected in Canada. Motor vehicle pro- 
duction and sales in the first half of 
the year have been maintained at ap- 
proximately 1955 levels. 


Helping to maintain the economy on 
its high level is the current heavy capital 
expenditure program, the largest ever 
undertaken in Canada. According to a 
government survey, proposed capiial ex- 
penditures in 1956 total $7.5 billion, a 
remarkable increase of nearly 21% over 
the record outlay of 1955, and equal to 
almost $470 per capita. In contrast to 
last year, when more than half of the 
increase over 1954 was attributable to 
residential construction, the 1956 rise 
in outlays is spread over almost every 
sector of the economy, with a large pro- 
portion of the net increase occurring in 
utilities and manufacturing and with 
only a small rise in new housing. 


BACHE & CO. 


Members of New York Stock Exchange 


The heaviest expenditure this year, 
$1,582 million, will be for utilities. This 
is hardly surprising, since it includes 
large projects such as the Westcoast 
Transmission Line (a natural gas pipe- 
line), as well as the steady growth of 
utilities to service Canada’s expanding 
population and industries, which are 
continually spreading into new areas. 
Hydro-electric power alone is expected 
to involve $183 million more in capital 
expenditures this year than last; the 
railways will increase expenditures by 
$116 million. 


Manufacturers are spending $1,304 
million this year, a substantial increase 
of 39% over last year. Recognizing ihe 
need for expansion, the pulp and paper 
industry is almost doubling its expendi- 
tures, and the chemical industry almost 
tripling 1955 capital expenditures. Ex- 
-penditures are also being boosted for 
non-metallic minerals, iron and steel and 
non-ferrous metal products. In the pri- 
mary industry sector, no rise in capital 
spending by agriculture is expected, but 
mining and petroleum officials will raise 
expenditures more than a third to $424 
million. 


Outlays for new facilities in the ser- 
vice industries, for new schools, hospi- 
tals and churches, and for municipal 
services and highway improvement to 





CAPITAL EXPENDITURES IN CANADA 


Outlays 


Primary Industry* 
Manufacturing 
Utilities** 
Commercial Services 
Housing 
Institutional 

Govt. Departments 


Total 
Comprising: 
how Goenserection~ 
New Machinery and Equip’t. - 


1,124 


1,178 


5,620 


3,680 
1,940 


Plans % 

in in for Increase 

1954 1955 1956 1956/55 
(Millions of Dollars) 

809 894 


822 939 
1,041 


Outlays 


997 
1,304 
1,582 

616 
1,574 

447 
1,009 


11.5% 
38.9 


582 


337 
768 


7,529 


4,273 
1,957 


5,162 
2,367 


20.8 
21.0 


*Includes: agriculture; forestry; fishing; mining and petroleum development; and the construction 


industry. 


**Includes: power; transportation; warehousing; communication; and municipal waterworks. 


520 


meet the needs of a steadily growing and 
a more urbanized population are also 
expected to rise. In recent years these 
sectors along with housing have become 
increasingly prominent in the field of 
capital investment. Significantly, how- 
ever, residential construction is expected 
to show the smallest relative increase of 
any major category, mainly as a result 
of relative scarcity of mortgage funds. 


On a regional breakdown, the greatest 
effects of this year’s capital investment 
program will be in British Columbia, 
New Brunswick and Ontario and in the 
cities of Montreal, Toronto and Hamil- 
ton. British Columbia’s total will be up 
51% over last year if plans are realized, 
with expansion of utilities and invest- 
ment by the paper industry in the fore- 
front. New Brunswick expenditures will 
increase 24%, with largest increases 
coming in utilities and housing. On- 
tario’s investment of $2.7 billion is an 
increase of 22.6%, based on expendi- 
tures in paper products, iron and steel, 
chemicals and utilities. Hamilton will 
benefit from expansion in the iron and 
steel industry, Montreal, the oil refining 
and chemical industries and Toronto in 
various lines. The fastest growing prov- 
inces in Canada are Alberta, British 
Columbia and Ontario. Expansion in the 
first two is primarily based on the rapid 
development of natural resources; On- 
tario’s growth is that of a more mature 
area, with considerable expansion of 
secondary industries in Toronto and 
Southwestern Ontario. As the largest 
cities of their respective provinces, Van- 
couver and Toronto are experiencing 
considerable growth; they are joined by 
Edmonton in oil-producing Alberta. 


Major Projects 


Behind these figures lies the story of 
several major projects currently under- 
way, or soon to begin, in Canada. Work 
continues on the huge St. Lawrence Sea- 
way and Power Project, and has com- 
menced on the $152 million Westcoast 
Transmission Line. The latter is 4 
natural gas pipeline, to be completed in 
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November, 1957, which will carry Peace 
River gas to the American border near 
Vancouver. The first leg of ithe Trans- 
Canada Pipeline coming east from Al- 
berta to Winnipeg is expected io be 
built this summer at a cost of $80 mil- 
lions. 


The development of Canadian natural 
resources continues. Product’on of iron 
ore has been climbing rapidly — ihe 
1954 figure of 7.4 million ions was more 
than doubled in 1955 at 16.4 million 
tons. When current extensions and pro- 
jects are completed. production will 
reach 30 million ions annually. 


A substantial proportion of Canada’s 
large deposits of uranium ore is being 
brought into production. Gunnar and 
Pronto commenced operations in the 
autumn of 1955. Algom and Consoli- 
dated Denison will begin production in 
late 1956 or early 1957. At this time, 
eight uranium companies have received 
government contracts. The cost of bring- 
ing them into production will be ap- 
proximately $175-200 million dollars. 
Under present contracts. the value of 
uranium production will be considerably 
in excess of $100 million a year. 


The oil industry is rapidly growing 
into an extremely large and important 
sector of the economy. Crude oil re- 
serves are currently estimated at 3 b'l- 
lion barrels. Oil exploration runs into 
between $450 and $500 million dollars 
per annum: crude oil reserves should 
continue to increase at the annual rate 
of 400 to 500 million barrels. Canadian 
wells are currently supplying 57% of 
domestic crude oil requirements and ex- 
porting 100,000 barrels a day. 


Processing of natural resources is also 
being speeded up. The current two-year 
expansion program in newsprint will 
bring capacity to 7.2 million tons a year 
by the end of 1958. an increase of al- 
most 20%. Since electric power con- 
sumption is expected to double in about 
10 years, various power companies are 
increasing their output of hydro-elec- 
tricity. Shawinigan Power will expand 
its 1.3 million k.w. capacity by 10% this 
year and thereafter at an average annual 
rate of 100,000 k.w. B. C. Power plans 
lo raise its present capacity of 525,000 
kw. to 834,000 k.w. by 1961. The St. 
Lawrence Power project (820,000 k.w.) 
and the Wabamun Lake Power Project 
(320.000 k.w. capacity) of Calgary 
Power will also help to alleviate possible 
shortages. As well, the Aluminum Co. 
of Canada is increasing production of 
electricity at Kemano (which supplies 
the Kitimat smelter) and is building a 
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new power site near Arvida, Quebec. 
These developments will supply the 
power for Alcan’s growing smelter 
capacity, which is expected to reach one 
m lion tons by the end of 1959, or 50% 
above capacity at the end of 1955. 


Canadian Self-Sufficiency 

In undertaking this expansion pro- 
gram, Canadians are relying principally 
en domestic labor, materials and finance. 
Certain shortages are developing, with 
steel and cement the most acute, and im- 
por:s of these materials wll be neces- 
sary. The labor supply is also tight. As 
for fnancing, requirements for capital 
could principally be met at home if need 
be. However, because of lower interest 
rates in New York, several large issues 
have recently been floated there. In view 
of the amount of discussion ‘in the 
Canadian press concerning the high level 
of U. S. investment in Canada, it is 
interesting to note that 1955 total net 
new U. S. investment in Canada was 
only some $131-134 million. Th’s wes 
made up of $260-265 million direct in- 
vestment by U. S. companies in Can- 
adian subsidiaries, and a net disinvest- 
ment of $129 million in Canadian securi- 
ties (largely due to a substantial retire- 
ment of funded debt outstanding). The 
low level of capital inflow from the 
United States last year was, however, 
primarily a temporary situation which 
developed because of the artificially low 
short term money rates which prevailed 
in Canada during most of last year. The 
inflow of capital this year will be at a 
much higher level, which is more normal 
for Canada. 


During the postwar period, total net 
foreign investment in Canada has almost 
doubled, from $7.6 billion to $14.5 bil- 
lion, with two-thirds of this increase tak- 
ing place in the last five years. This post- 
war inflow of capital, together with 
funds arising from retained earnings and 
depreciation charges on assets already 
owned in Canada. was equivalent io 12% 
of total capital and inveniory expendi- 
tures in the period. However, if the out- 
flow of funds is disregarded, the pro- 
portion rises to 24%. The bulk of for- 
egn investment has come from the 
United States (75% of the total at the 
end of 1955), but the greatest percentage 
increase in the last decade (175%) has 
been in funds from world organizations 
and countries other ihan ihe United 
States and the United Kingdom. If one 
compares total external investment in 
Canada at the end of 1945 and 1955, 
‘he proportion held by residents of the 
United States rose from 71% to 75% 
wh le that held by United Kingdom 
residents decreased from 24% to 17%; 
residents of other countries plus world 
organizations increased their share from 
9% to 8%. 

As well as an inflow of capital, a high 
level of imported materials, particularly 
of certain types of machinery and equip- 
ment, is essential to current Canadian 
expansion. For example, construction of 
the pipelines involves some imported 
pipe and special American equipment 
and “know-how.” This has resulted in 
an increasingly unfavorable Canadian 
trade balance with the United States. 
Yet, on the whole, it will be Canadian 
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labor, materials and finance which will 
be behind the expansion. 


The Money Market 


Naturally, the above program con- 
tains an inflationary potential, with 
sources of labor, materials and money 
being subjected to considerable pres- 
sure. From February to November last 
year, the Bank of Canada kept money 
rates at an artificially low level. Since 
then, Government has followed orthodox 
monetary and fiscal anti-inflationary 
policies: the Bank of Canada has raised 
the bank rate to 3%, bank credit has 
been restricted and taxes have remained 
high. Despite these policies, by the end 
of March, general loans by chartered 
banks to business and the public were 
26% higher than a year ago. The larg- 
est increases were to industry and mer- 
chandisers, with a considerable propor- 
tion of the loans for increasing inven- 
tories, 


This tighter credit policy and the 
heavy demand for capital have resulted 
in a sharp rise in interest rates. The 
bond market weakened sharply in 
November, 1955, and at the end of April, 
1956, the yield on 15-year Canada bonds 
was 3.53%. Since that time, corporate 
and government bond prices have firmed 
slightly. The sell-off of Government 
bonds by the banks to get more money 
for loans reduced the percentage of 
chartered banks’ assets in government 
bonds to 19% in early May compared 
with 33% at the same time last year. 
When bank portfolios reached this level 
further selling was terminated and the 
pressure on the bond market eased. 


The Canadian stock market has more 
or less followed the lead of the New 
York market; prices have, however, fluc- 
tuated in a narrower range and with 
less momentum in either direction. Spec- 
ulative activity in the first six months 
was centered in the copper and oil is- 
sues, as copper prices moved higher and 
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as tension in the Middle East oil region 
increased. The Canadian stock index hit 
its peak on May 9th, when the composite 
yield on Canadian stocks dropped to 
3.27%. Between May 9th and May 
28th, the decline in the stock market has 
been of the order of 4-444%. The rela- 
tively smaller decline in the Canadian 
market compared with the New York 
market reflects the customary lag and a 
greater stability currently being noted 
in Canadian business. 
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Stock yields in Canada are generally 
lower than in the United States, partly 
due to relatively greater scarcity of 
Canadian securities and partly to the 
fact that a higher proportion of Can- 
adian securities represents new natural 
resource producers. On May 23, the 
composite group of Canadian securities 
was selling at 16.2 times earnings com- 
pared with 12.2 for Standard and Poor’s 
industrial index. On the other hand, the 
yield on government bonds is higher in 
Canada than in the United States. In the 
United States, stock yields remained 
above bond yields, but in late April the 
spread was the narrowest in some years. 
In Canada, the yield on 15-year Canada 
bonds in April rose above the yield on 
stocks; on April 25 respective yields 
were 3.53% and 3.27%. In May, this 
disparity in yield decreased, as the bond 
market firmed and the stock market de- 
clined. Bond yields have levelled off at 
approximately 19% above last year; the 
yield on 15-year Canada bonds was 
3.46% on May 17. Common stock yields 
have risen as prices dropped; on May 
23 average dividend yield was 3.35‘. 
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Present Trends 


At the moment both recessionary and 
inflationary tendencies are in evidence 
in the Canadian economy. Business con- 
tinues rising but there is growing evi- 
dence of a flattening out. The usual 
spring increase has been smaller than 
usual and a moderate decline is antici- 
pated in summer months. The decelera- 
tion is, however, less pronounced than 
in the United States. Business failures 
are still at last year’s levels, whereas in 
the United States they are at a postwar 
high. It is difficult to assess at the pres- 
ent time whether or not this relative 
stability represents merely a time lag. 


The weather is always an important 
factor and this year’s wet, cold, back- 
ward spring in eastern Canada _ has 
meant that seeding has been seriously 
retarded, so much so in fact that a poor 
crop must be anticipated in the east and 
it will be necessary to buy a good deal 
of feed. In Saskatchewan and Alberta 
seeding is largely completed and a good 
grain crop will be seen in the West if 
the weather is favorable. 


On the other hand, inflationary 
tendencies are evident. For several 
months both the wholesale price index 
and the consumers price index have re- 
mained steady, as the decline in farm 
product prices has offset increases in 
other components. The decline in food 
prices has now ended and higher prices 
are indicated for meat, eggs and vegeta- 
bles. With the number of unemployed 
currently only about 444% of the labor 
force, a further round of wage increases 
can be expected this summer. Generally 
speaking, profits are now at a point 
where the cost of probable wage in- 
creases will have to be passed on to the 
consumer. With prices of both agricul- 
tural and manufactured products trend- 
ing upwards, it is apparent that price in- 
dices will resume their upward pattern. 


The threat of inflation combined with 
favorable business conditions and good 
corporate earnings in the first quarter 
of 1956 helped to maintain the boom in 
the stock market. As evidence increased 
of a flattening out in business, and as 
the credit situation tightened, the market 
declined. The outlook for the Canadian 
economy is for a moderate decline in 
the summer motnhs followed by a prob- 
able increase in activity in the fall. The 
market as a whole will likely move ir- 
teguiarly sideways during the early sum- 
mer and upwards in the late summer. 


The Long-Term Outlook 


While the short-term investor must 
exercise considerable caution and selec- 
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tivity, for those interested in long-term 
growth situations more opportunities ex- 
ist. Between 1938 and 1954 the Canadian 
Gross National Product has grown at an 
average annual rate of 314%, after 
allowing for price changes. The official 
estimate for the 1956 G. N. P. is $28.0 
billion. If the future growth is at the 
rate of 314-4%, the G. N. P. in 1976 
will be between $56 and $61 billion, in 
1956 prices. 


The Canadian population is increas- 
ing rapidly and will provide the labor 
force and market for expanded produc- 
tion. It has grown from 13.7 million in 
1950 to 15.6 million in 1955, or by al- 
most 400,000 a year. In this period, im- 
migration has been very heavy, aver- 
aging about 150,000 per annum. The 
number of immigrants has recently been 
decreasing, owing to very favorable eco- 
nomic conditions in Western Europe. 
Nevertheless, population can be expected 
to grow at a rapid rate, due to the rela- 
tively high birth rate, even though 
immigration will probably be at a some- 
what lower level. Estimates place Can- 
adian population at 24.5 million in 1975. 


In the future, more and more oppor- 
tunities for investment in secondary in- 
dustries will develop. The maturing of 
the Canadian economy is evident when 
one reviews the proportions contributed 
by the various industries to the net value 
of production in 1938 and 1953. 


Percentage Analysis of Net Value 
of Production 


Som A 


In addition, the rapid depletion of 
many of the United States’ natural re- 
sources will mean larger markets for 
Canadian resources; as we have seen, 
their development is being accelerated. 
The popularity for investors of such in- 
dustries as pulp and paper, chemical, oil 
and metals has been well warranted in 
recent years. They should continue to 
do well and should be joined by others 
such as the electric utilities, banks, pipe- 
lines and insurance companies. 


A AA 
Canadian Shareholding Studied 


Six Canadian corporation annual re- 
ports out of 48 checked by Trusts and 
Estates contained data on the geo- 
graphical distribution of shareholders, 
and five of the six showed overwhelming 
Canadian ownership. Twenty-one reports 
gave information of some kind about 
stockholders, twelve of them reporting 
an increasing number of shareholders. 

Of the six companies that reported on 
geographical distribution, one showed 
2% of shareholders outside of Canada, 
one 11% (including 3.8% in the U. S.), 
one 15% (including 6.5% in the U. S.), 
and one 34% outside of Canada includ- 
ing only 3% of either shares or share- 
holders in the U. S. The fifth company 
used no percentage figures but stated its 
shares are “very generally in Canadian 
hands.” The sixth company, with 85% 
of shareholders outside of Canada was 
the only one of the group that had a 
majority of non-Canadian shareholders. 








1938 1953 . 
Agriculture ___ 994 15.4 Much more factual reporting by cor- 
Forestry 3.2 3.5  porations on the geographical distribu- 
Tubes SS 0.6 tion not only of shareholders, but of 
Trapping — 0.3 0.1 number or percentage of shares held, 
Electric power 5.2 34 wou e of real interest to Cana lan 
readers. There is no doubt that Canadian 
Primary Production __ 41.8 28.1. ownership of Canadian business is grow- 
——  — ing. The questions are where, how fast, 
Manufactures . ; 51.8 55.0 and how does the flow of Canadian funds 
Construction _..____. 6.4 16.9 ‘ ‘ . 
compare with that of foreign investment 
Secondary Production _ 58.2 71.9 in Canadian enterprise. 
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@ Practical answers to estate 
planning questions often come 
from man-to-man talks involving 
the estate owner, his attorney 
and his trust officer. 

@ Trust officers of the 

City National Bank and 

Trust Company of Chicago 


welcome the opportunity to 





participate in such round-table 


discussions. 


@ Concrete benefits usually 

result: economical estate programs, 
long-time satisfaction for the 
family and peace of mind for 


the estate owner... less time- 





consuming detail for the lawyer. 
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FittING PENSION PLAN 10 CLIENT 


Trends in Canadian Plans and Investment Policy 


ROBERT S. WHYTE 


Supervisor of Pension Trusts, The Royal Trust Company, Montreal, Que. 


F GOVERNMENT ANNUITY RATES HAD 
| not been drastically increased on 
April 19, 1948, we should not likely be 
devoting time to pension discussion to- 
day, just eight years later. It is a little 
dificult to recall that up until eight years 
ago there was not too much point in con- 
sidering other than Government An- 
nuities for a Pension Plan. With a life- 
time guarantee of 4° interest, truly 
compounded, and a_ reasonably fair 
mortality basis — also guaranteed for 
life, and no loading charge or expense 
charge for what administration work 
the Annuities Branch would do for a 
client—what more could a Pension Plan 
ask for? The Government did not even 
charge for issuing pension cheques. 


Today it is rare indeed to hear of a 
Company starting a new Pension Plan 
and using Government Annuities. After 
1948—when the choice narrowed down 
to choosing from the various forms of 
insurance contracts offered by the Life 
Insurance industry — Management 
looked about for an alternative basis of 
underwriting Pension Plans. Now most 
larger companies give very serious con- 
sideration to the trusteed basis. 

The trusteed basis has indeed pro- 
gressed a long way in the past eight 
years, but possibly we should concern 
ourselves more with fitting the Pension 
Plan to the client, and to do so we must 
understand his objectives. While it is 
not desirable nor practical for us to 
overlap into the pension consulting field, 
it may be that clients and prospective 
clients will look more and more to us 
for pension guidance. Trust Companies 
are uniquely free of the suspicion of 
having an axe to grind. By their very 
nature, our operations must be carried 
on in an atmosphere of confidence, since 
the service we render is directed to pro- 
lecting the interests of the client. Pro- 
spective clients often feel less hesitancy 
in baring their pension souls to us than 
to so-called pension consultants. 


_— 


From address before annual meeting of the 


a Companies Association of Ontario, April 19, 
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Tentative Decisions for Employer 


Often we can genuinely help a pro- 
spective client in his early investiga- 
tions, by showing him what are the im- 
portant things to consider and those that 
are of lesser importance. Before being 
able to come to grips with the pension 
problem, an employer should make some 
tentative decisions on questions like 
these— 


1. Would he be better to treat salaried 
employees differently than those 
paid on an hourly basis? 


The pension objectives of hourly- 
rated employees are quite different from 
those of salaried employees. What is 
necessary to adequately satisfy salaried 
employees is often too generous for 
hourly-rated employees, and if one plan 
is used for all employees a considerable 
amount of money may wasted 
through giving pension bene“ts to a 
class of employees that does not really 
appreciate them. Too, a strong Union, 
acting on behalf of hourly-rated em- 
ployees, often has very precise ideas as 
to what pension arrangements should 
be given, and these usually are not the 
type of pension benefits which suit the 
needs of salaried employees. This situa- 
tion is being recognized more and more, 
and the result is a well-marked trend 
towards separate Pension Plans for the 
two groups of employees, and sometimes 
a further pension variation or supple- 
ment for the senior salaried staff. 


be 


2. Would a profit-sharing basis for de- 
termining the comvany contribution 
be better than the fixed commit- 
ment basis associated with the usual 
type of Pension Plan? 

Under certain conditions, basing the 
company’s contribution on the profits is 
a much more satisfactory arrangement 
for building up pensions than that found 
in the orthodox plan. In the machine 
tool industry, for instance, profit-shar- 
ing pension plans have been particularly 
successful and, consequently, popular. 


3. Should employees contribute to- 
wards the cost of the plan, and in 


fact can it be expected that con- 
tributions can be obtained from em- 
ployees? 


There still seems to be a strong weight 
of argument in favor of having em- 
ployees contribute, but with the growth 
of power in the hands of the Union, it 
is often impossible to stait a contribu- 
tory plan, if the Union representing 
hourly-rated employees has already ad- 
vanced its own pension demands. 


4. Should the pension benefits be on a 
definite benefit or a money purchase 
basis? 


In recent years the money purchase 
basis has passed out of favor, and is 
generally treated as rather archaic by 
pension consultants. Nevertheless, there 
does seem to be-a place for the money 
purchase method of providing pensions, 
and in view of the broader investment 
policy available to trustees, it may be 
that the money purchase basis will re- 
turn to favor. 


5. How should past service credit be 
treated ? 


New plans often present a serious 
challenge because the fact that the em- 
ployer does not already have a pension 
plan has no doubt, to some extent at 
least, been due to an unwillingness or 
inability to cope with the past service 
problem in the years gone by. Some- 
times the cost of past service recogni- 
tion can be reduced by providing for a 
minimum pension rather than a benefit 
for each year of past service as is the 
more usual approach. Another way of 
softening the impact of the past service 
liability is to spread its liquidation over 
a period of from twenty to thirty years 
rather than the commonly used ten year 
period. In justification of this longer 
period of paying up past service, it is 
often argued that it has taken twenty 
to thirty years or more to acquire the, 
obligation and there is, therefore, no 
real need to clear it up over a shorter 
period. 

If, even after experimenting with 
various ways of keeping the past, 
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service cost as low as possible it is still 
not feasible to accept a past service 
liability, the employer should still be 
encouraged to proceed with a plan for 
current service recognition. In this way, 
the pension problem will become less 
and less serious as pensions build up 
under the Plan. 


6. What are the discernible trends in 
eligibility requirements, retirement 
ages, disability benefits and vesting 
on death and termination of em- 
ployment? 


The waiting period and age require- 
ments for eligibility are becoming less 
severe. Whereas, ten years ago, three 
years was considered a reasonable wait- 
ing period, one year is now considered 
ample in most cases. Also, whereas age 
30 and even 35 was often set as a 
minimum age, 25 down to 21 is the more 
common pattern today. 


As to retirement ages, there is a well- 
defined trend towards making automatic 
retirement at an age later than 65. 67, 
68 and even 70 are appearing more and 
more as the automatic normal retirement 
ages. The retirement age for women is 
also becoming more often the same as 
for men. Provision is usually made for 
retirement earlier than the automatic 
retirement age in cases of disability. 
Commonly, an employee may retire early 
for reasons of his own and this may be 
granted with or without the Company’s 
specific permission. 


Disability benefits are becoming one 
of the main bargaining points of the 
Unions when negotiating pension plans. 


An indication of how important this 
feature is to the Unions shows up in the 
most recently negotiated plans in the 
steel and car industries where the dis- 
ability pension benefit is higher than 
the normal pension benefit. 


The question of vesting is being 
treated today in a variety of ways. In 
general, it can be said, however, that 
there is a trend towards not giving Com- 
pany contributions under a pension plan 
to the beneficiaries of an employee who 
dies before retirement but rather to 
concentrate all death benefits under the 
Life Insurance Plan. In the case of 
employees who leave the service of the 
Company, either voluntarily or through 
dismissal, there is a trend towards more 
generous treatment than in the past by 
vesting of the Company contributions in 
the form of a paid-up annuity after 
fairly short periods of service and some- 
times on a graduated scale. 


Although these features are important 
—especially the determination of the 
automatic retirement age which has a 
considerable bearing on costs—the main 
emphasis in the initial consideration of 
a pension plan should be devoted to de- 
ciding upon the amount of pension to 
be paid and whether or not the plan is 
to be contributory. 


7. What are the pension trends in the 
United States? 


The trends in the United States are 
not necessarily different from those in 
Canada, but when they are different, 
the reasons should be carefully investi- 
gated. Usually, the large international 
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unions try out their new pension de- 
mands in the United States first and it 
is some time before they obtain similar 
concessions in Canada. As in so many 
things, a study of the situation in the 
United States often gives an indication 
of what can be expected to happen in 
Canada. 


Don’t “Sell”? Trusteed Basis 


We should really not try to sell the 
trusteed basis but rather endeavor to 
educate prospective clients to an under- 
standing of the difference between the 
trusteed basis and the use of an insur- 
ance contract. When a prospect really 
comes to understand the difference, he 
can usually be left to make his own de- 
cision and, as our experience has shown 
since 1948, more and more companies 
are using the trusteed basis of under- 
writing. In the process of educating 
people to understand what the trusteed 
basis really is, we need an understand- 
ing of pension problems ourselves so 
that we can gain and hold their con- 


fidence. 


A pension plan is probably one of the 
longest-term commitments that a com- 
pany enters into. If it subsequently 
turns out that the plan has not been well 
conceived, it is very difficult to correct 
the mistake when the plan has already 
been communicated to a large number 
of employees. We seem to have gone 
through the cycle of “Let’s have a pen- 
sion plan and get it in as fast as we 
can” to the more mature attitude of 
“Let’s work out the kind of plan which 
seems to fit our needs.” As a consider- 
able part of our new business in the 
future should come from companies that 
already have pension plans, which how- 
ever, are not doing the job they were 
set up to do, these companies will look 
to us for guidance as to what they 
should do to change their plans. In the 
process, as experience has already 
shown, a significant proportion of the 
companies will change from other under- 
writing bases to the trusteed basis. 


In the justifiable desire to obtain as 
much new business as possible, I believe 
that some of our business development 
people have tended to  oversell the 
trusteed basis and it does not need to 
be oversold. Since my association with 
The Royal Trust Company I have run 
into several cases where the prospective 
client has the idea that by using 4 
trusteed basis he can obtain a cheap 
kind of insurance contract. This atti- 
tude is illustrated by questions such as 
“What do you people charge for pet- 
sions?” “What aré your rates?” “Do 
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you bill us once a month, the same as 
X Insurance Company does?” and so 
on. 


Much as we may try, we are not yet 
able to give the guarantees offered by 
the insurance industry. Until the pro- 
spective client understands what the In- 
surance Company guarantees mean, it 
is difficult for him to appreciate that 
under a long-term commitment no in- 
stitution can guarantee costs which turn 
out to be less than what experience 
shows they should be. In reality all pen- 
sion plans are trusteed—with the pos- 
sible exception of those underwritten 
through Government annuities. Surpris- 
ingly enough, few corporation people 
understand this. When corporation ex- 
ecutives do appreciate the true nature of 
pension plans and in particular the value 
of guarantees—we shall probably then 
receive more than our share of pension 
business. 


Investment in Common Stocks 


Liberalized 


Let us turn to the somewhat surpris- 
ing announcement of Finance Minister 
Harris in his recent Budget Address that 
the percentage limitation on common 
stocks for pension funds would be elim- 
inated. There are various interpretations 
as to what this relaxation of investment 
restrictions will mean. Some _ sources, 
considered reliable, say that pension 
funds will be free to invest in any se- 
curities they wish. While this may be 
the intention of the Government, this is 
not what Mr. Harris said. A literal in- 
terpretation would lead us to believe 
that the presently existing restriction of 
15% on common stocks would be elim- 
inated. It still be that there will 
be qualitative restrictions and the other 
restrictions embodied in the Insurance 


Act. 


Presumably the new freedom will be 
given only to pension trust funds and 
will not apply to the pension assets held 
by the life insurance industry. Taking 
only the most restrictive interpretation 
of Mr. Harris’ statement, it would seem 
that some eight years after the increase 
in Government annuity rates, our 
Federal Government has given the 
trusteed basis another boost. This boost 
is a rather frightening one. It is almost 
as if the Government has told us that 
now you have enough rope to hang 
yourselves, 


may 


How we shall use this newly given 
freedom will probably have a cons 
siderable effect on the future of the 
trusteed basis. An irresponsible _atti- 
tude at this point in the growth of 
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trusteed pension plans could be a ser- 
ious set-back to not only trusteed pen- 
sion plans but pension plans in gen- 
eral. 


Investment Policy 


Made Clear to Client 


Nevertheless, we shall have to evolve 
investment policies which meet today’s 
conditions. 


First, we shall probably be advising 
our pension clients to invest a larger 
portion of their funds in common stocks 
than is presently the case. The very fact 
of our buying an increasing amount of 
common stocks will provide a stability 
to the common stock market to a greater 
degree than has existed in the past. In 
turn, this should make common stocks an 
even better and more stable investment 
for pension funds. 


If we embark strongly at this time on 
the purchase of common stocks we, or 
our principals, are reasonably certain to 
regret our action in the immediate 
future. By this I mean that it is only 
reasonable to expect that there will be 
a down-turn in common stock prices in 
the next several years and if our initial 
enthusiasm is too great the cost of com- 
mon stocks acquired at this time may 
turn out to be higher than they could 
be purchased in the immediate future. 


All this means that we can only move 
into greater utilization of common stocks 
to the extent that our principals under- 
stand that common stocks must be 
bought for the long-term. 


Too, there is a further problem in 
that Canadian common stocks of the 


haat I 


calibre suitable for pension funds often 
do not pay dividends which are as high 
as the yield that can be obtained on 
corporate bonds. This is quite the reverse 
of the situation in the United States 
where a great deal of enthusiasm for 
buying common stocks originates. By 
buying substantial quantities of com- 
mon stocks today we shall be almost cer- 
tain to reduce the yield on the funds 
over what would be obtainable through 
investment primarily in fixed-income se- 
curities. This probable immediate reduc- 
tion in yield poses a problem in main- 
taining the confidence of our principals 
in our investment approach. 


We have a real job ahead of us to 
make it known to our principals not only 
what a trusteed basis means to them 
but also what the investment policies we 
pursue mean to them in terms of ulti- 
mate pension cost. We must have their 
understanding of the reasons why com- 
mon stocks should be bought and also 
an appreciation of the short-term dis- 
advantages of investing any substantial 
portion of a pension fund in common 
stocks. In. a sense, we can feed common 
stocks to our clients only so fast as ihey 
are able to digest them. 


The investment freedom we have been 
seeking would now seem to be close at 
hand. We have a wonderful opportunity 
to do an imaginative job of managing 
the pension contributions entrusted to us 
but there is also with that challenge the 
responsibility to be reasonably certain 
that our principals and their employees 
never feel that the payment of pensions 
is ever in jeopardy. 
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Only STEEL can do so many jobs so well 


Biggest World In The World! tne 
“Babson World Globe” is 28 feet in 
diameter, and it dominates a court- 
yard at the Babson Institute of Busi- 
ness Administration. Itcan be rotated 
just like the earth; and is made from 
porcelain-enameled steel sheets—fired 
in 20 different colors. 





Chilly Bridge Trunnion. stee1 con- 
tracts when it is cooled, so USS work- 
men soaked this trunnion in 2000 
pounds of dry ice for 5 hours to make 
it fit into the hole in a sheave used in 
a lift bridge. After insertion, the trun- 
nion expanded when warmed and 
formed an inseparable connection with 
the mating sheave. U. S. Steel’s Amer- 
ican Bridge Division built the bridge. 


Just The Thing For The Kiddies. this handsome old 
coal burner was headed for the scrap yard cutting torch 
when the railroad donated it to a city park in Tacoma, 
Washington. To protect its vintage beauty, the locomo- 
tive is surrounded with USS Cyclone Fence. Cyclone is a 
trademark of United States Steel. 


UNITED STATES STEEL ecrocreon= 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 


AMERICAN BRIDGE. .AMERICAN STEEL & WIRE and CYCLONE FENCE. .COLUMBIA-GENEVA STEEL. .CONSOLIDATED WESTERN STEEL. .GERRARD STEEL STRAPPING. .NATIONAL TUBE 
OIL WELL SUPPLY... TENNESSEE COAL & IRON. .UNITED STATES STEEL PRODUCTS. .UNITED STATES STEEL SUPPLY. . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY, 
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()PERATING A REAL ESTATE DEPARTMENT 


Unusual Trust Company Services Bring Unusual Return 


H. G. SOWARD, F.C.I.S. 


Assistant General Manager, Chartered Trust Company, Toronto, Ontario 


HARTERED ‘TRUST COMPANY HAS 
C played a prominent part in Toronto 
real estate ever since the Company com- 
menced business in 1907 with a very 
small personnel, At the present time we 
have 31 licensed salesmen in Toronto, 
chosen with the utmost discrimination 
in order that the general public will 
know that in dealing with a representa- 
tive of a Trust Company they will be in 
safe hands. 


Unlike most trust companies, our 
salesmen have for the most part worked 
on a commission basis. This method of 
payment has provided the incentive to 
make sales and secure listings, as well as 
attracting some of the best men in the 
real estate field. 


While some trust companies may con- 
fine their real estate operations to servic- 
ing and selling properties owned by 
estates and perhaps some property man- 
agement, we offer eight services to our 
clients and the public at large as fol- 
lows: 


(1) Property management 


(2) Selling of residential, 
trial or commercial property 


indus- 


(3) Leasing of office, residential or 
industrial properties 
(4) Sale of vacant land 
(5) Planning and sale of complete 
subdivisions 
(6) Valuations 
(7) Real estate assessment appeals 
(8) Corporation sales 
Property Management 
We believe that we have the largest 
property management service of any 
firm or company in that field in Toronto. 
We collect rents from approximately 
1,000 tenants. We manage office, factory 
and commercial properties, as well as 
apar'ments, duplexes and single family 
dwellings. There is a great field for 
new business here and it can be profit- 
able to the Trust Company as well as 
profi'able to the owner. Because the 


—_—_—_. 


From address before annual meeting of The 


a Companies Association of Ontario, April 19, 
56. 
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service is paid for on a percentage-of- 
revenue basis, it is in the interests of 
the Trust Company to produce the high- 
est possible revenue from each property. 


Having this in mind, we have often 
found ways through some capital outlay 
to change the character of the property 
to bring in higher rents. A very good 
example was a 5-story building in the 
downtown area which we managed. For 
years it contained a number of printing 
companies and allied trades with an an- 
nual gross revenue of $92,000. A few 
years ago, at our suggestion, the leases 
were not renewed as they came due and 
we supervised a renovation of the build- 
ing. It was converted into office space 
with a complete transformation inside 
and out. The overall cost of renovation 
was $650,000. The rentals were increased 
to $300,000 per annum, so that on an 
expenditure of $650,000 the increased 
rentals amounted to $208,000, which is 
a good return and certainly greatly en- 
hanced the market value of the property. 


Some of the advantages which we 
claim for property management are: 


(1) We are conversant with the 
general rental market and can adjust 
rentals as we are aware of any 
change, so that we try to get the 
maximum competitive income for the 
owner with minimum or no vacancy 
loss. 


(2) We have built up connections 
with the various trades so that on 
repairs and renovations we know 
whom to employ to give us the best 
job for the least monetary outlay. We 
secure comparative tenders on all 
major maintenance work to be done 
by contractors and supervise it while 
in progress. 

(3) Because of the number of 
properties we manage, we can very 
often buy in larger quantities sundry 
supplies which represent a saving to 
the owner. 

(4) Our experience of the types of 
insurance it is best to carry and the 
amount of coverage can mean greater 
protection for the owner and perhaps 
at less cost. 


(5) If there is a staff problem in 
any building due to illness, accident 


or some other cause, we can probably 
make an adjustment from another 
location until the situation is rectified. 

(6) We take advantage of all dis- 
counts in paying accounts, watch 
assessments and arrange appeals if 
deemed necessary. We simplify the 
financial side of the undertaking for 
the owner. 


(7) Finally, and most important, 
we are a buffer between the landlord 
and tenant, and thus take from the 
owner numerous headaches to which 
he would otherwise be subject. 


Selling Properties 

Each of the many types of properties 
to be listed and sold requires a specialist. 
We, therefore, have in our employ house 
salesmen, industrial property salesmen, 
office building rental and sales special- 
ists, as well as salesmen for investment 
properties and vacant land. As there is 
a change in market conditions, a man 
may switch from one type of work to 
another, but specialization is desirable. 
All of these salesmen are on commission 
with a drawing account. If, after a 
period of, say, three months, a man 
doesn’t earn sufficient to cover his 
monihly drawing account, we will con- 
sider whether his lack of success is due 
to the market or poor selling ability. 
Generally speaking, we find it advisable 
to employ men who have had previous 
experience although a few men who had 
no previous real estate experience have 


made good. 


Gur salesmen also handle rentals of 
any type of property. We find this is 
desirable, because oftentimes the pros- 
pect may be willing to either buy or 
rent, and it is much better for him to 
deal with only the one salesman. The 
rental of apartment buildings and some 
other properties which we manage is 
handled by the property management 
department. 


With regard to the sale of properties 
which form part of .an estate, the Real 
Estate Department is advised of the 
property up for sale and this informa- 
tion is furnished to all of the salesmen 
who may be dealing with that type of 
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property. Whichever salesman sells the 
property receives one-half of the usual 
rate of commission, the cheque being 
issued directly in the name of the sales- 
man. 


We are frequently retained to buy 
properties where the purchaser does not 
wish to disclose his identity. In these 
cases, we collect our commission from 
the purchaser, unless by mutual agree- 
ment it is to be paid by the vendor. 


The sale of any type of property re- 
quires the following steps: 


(a) Listing—Our real estate de- 
partment could not survive on the 
business from normal trust company 
operations. Listings must be secured 
from outside sources in competition 
with other real estate brokers, such 
as personal connections, classified ads, 
co-operative listings, co - operation 
with real estate brokers (a valuable 
source), canvassing, owners for sale 
signs, postcards or pamphlets, conver- 
sations with customers, completing 
chains of sales with satisfied custom- 
ers, news items, such as incoming or 
outgoing executive personnel and in 
some cases, records of births, mar- 
riages and deaths, commercial news- 
papers listing new buildings leading 
to listing of properties being vacated. 


(b) Appraisal—A salesman must 
know current values, and be able to 
convince the prospective vendor that 
he is familiar with selling prices and 
to place a price on the property to 
dispose of it in a reasonable time to 
the vendor’s advantage. 

(c) Securing a verbal or written 
listing. 


(d) Approaching prospects — 
through classified ads, sale sign* on 
the property, any personal connec- 
tions, former customers, known in- 
vestors, or through another real es- 
tate broker, if it does not move quick- 
ly enough. 


(e) Inspection 
prospect. 


of property with 


(f) Securing the prospect’s inter- 
est, having in mind whether he is a 
user, an investor or a speculator. 


(g) Obtaining an offer to purchase 
in what the salesman considers will 
be acceptable form. 

(h) Presentation of offer to the 
vendor. 


(i) Securing the acceptance—There 
may be many intermediate steps in- 
volved, such as talking to or consult- 
ing a lawyer acting for either of the 
parties. 


Leasing of Space 


When we get a contract to lease office 
or industrial space, there is usually a 
fair amount of promotional work to be 
done. A brochure may be required, mail- 
ing lists of prospects made up and a 
planned advertising campaign arranged. 
A study must be made as to the type of 
tenant we hope to secure and then pre- 
pare the campaign accordingly. 

Experience will suggest certain firms 
and companies who may be expanding 
and we approach them having in mind 
that either their leases will coincide, or 
that we can sublet their present space if 
they go into a new building. We have re- 
cently been doing some new apartment 
building rental and in that connection 
must have a salesman on the premises at 
all hours to take care of enquiries. 


Vacant Land and Subdivisions 


Sale of vacant land requires a certain 
type of salesman to make a success, you 
can probably be in this part of the busi- 
ness only if you have the right type of 
man. Last year two of our new salesmen 
started securing listings and made 
several sales, so that their earnings were 
quite substantial. We hope that they will 
prove to be steady producers, rather 
than lucky beginners. 

There is a lot of effort required in sub- 
division work. but it can be quite profit- 
able. The T st Company, after all the 
preliminary work is done, accepts the 
offers, makes collections under the sale 
agreements, pays taxes, and when the lots 
are fully paid for delivers the deeds. As 
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the greater part of the sales are made 
to prospective builders, when they erect 
the houses we try to get the listings, so 
at this stage the house salesmen take 
over. On many occasions, we have had 
small sales offices right at the sub- 
divisions. 
Valuations and Appeals 


Since we have been handling a great 
many more mortgages within the last 18 
months, our Mortgage Department has 
been requiring a large number of prop- 
erty valuations, and we have increased 
our staff to take care of the extra de- 
mands. We are also frequently asked to 
make valuations for lawyers, some out- 
of-town institutions and for the general 
public. 

Occasionally we are asked to make a 
survey of neighboring properties and 
prepare a brief and give evidence if re- 
quired for an assessment appeal. 


Securing a listing of a business for 
sale as a going concern is another 
specialized type of business that is not 
too common, and, therefore, not of the 
same general interest. I will therefore 
not expand on this statement. 


In the real estate business, if there is 
a dollar to be made in any branch of the 
service, we try to make it. The peculiar- 
ity of the business is that you are always 
looking for new clients and properties 
for sale. A person is usually only buying 
a house two or three times in a life- 
time, a company is only moving from 
one office building to another perhaps 
once in fifteen years or longer. Apart- 
ment house tenants change occupancy 
more frequently, but the very nature of 
the business is one where you are work- 
ing hard to get listings to sell, or con- 
tracts to rent space, and after that is 
done, you are working hard to get 
buyers or tenants and trying to justify 
your price or rental to keep everyone 
happy. It is a highly competitive field, 
and yet can be very remunerative. 


A BB A 
“Why Small Business Owners 
Need Sound Wills” 

This is the title of a two-page article 
in the March bulletin “Small Marketers 
Aids” issued by the Small Business Ad- 
ministration. Written by Robert D. 
Walker, vice president of Valley Na- 
tional Bank, Phoenix, it poses the prob- 
lems inherent in a closely held business 
upon the death of an owner and dis- 
cusses the solutions through adequate 
executorial powers, creation of trusts and 
possible incorporation of the business. 


Copies may be obtained free from the 
SBA, Washington 25, D.C. 
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The Climate for 


ANADA’S INSTITUTIONAL INVESTORS 


Assistant 


ITH 1955’s ECONOMIC ACTIVITY 

breaking all records in Canada’s 
postwar boom, institutional lenders — 
trust and loan companies, life insurance 
companies, banks—report sharp growth 
in assets, 


But tightening credit conditions and 
heavy capital demands may bring 
changes in their investment pelicies this 
year. Here is a brief review of recent 
economic trends and their reflection in 
lenders’ activities. 


At the turn of the century when Amer- 
icans were talking with enthusiasm about 
manifest destiny, Canada’s prime minis- 
ter Sir Wilfred Laurier put on record 
his opinions about the destiny of his 
country. Uninhibited by any national 
modesty, he asserted “the twentieth cen- 
tury belongs to Canada.” 


Laurier passed from the scene before 
this awaited century was much more 
than launched. And for the first several 
decades — especially during the de- 
pressed thirties — Canadians were prone 
to credit their onetime leader with more 
fervor than prophetic ability. 


But now riding a wave of unparalleled 
prosperity, they’re not so sure Sir Wil- 
fred was having hallucinations. 


These are some of the reasons why: 


—Rate of population growth at a net 
2.7% per year is now one of the world’s 
fastest ; 


—New capital investment in plant, 
equipment and maintenance has topped 
$42 billions in the 10 postwar years with 
over half invested in the last four years; 

—Resource development has shot into 
high gear with huge oil, iron, aluminum 
and wood pulp operations setting the 
pace; 

—Foreign dollars for industrial in- 
vestment and stock purchases are pour- 
ing in at an unprecedented rate with over 
half of the $8 billion inflow over the last 
30 years arriving since 1950. 


Ten Prosperous Years 


To Mr. and Mrs. John Canuck it 


doesn’t mean much that gross national 
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DALTON ROBERTSON 


Editor, The Financial Post, Toronto, Canada 


product has more than doubled since 
1946. But both they and Canada’s busi- 
nessmen are very much aware of the fact 
that real personal income on a per capi- 
ta basis is now over two-thirds larger 
than it was 10 years ago and giving 
every indication of continuing to rise. 


There’s been a 10-year-long history of 
rapid economic expansion which, with 
only a few temporary pauses, has stead- 
ily gathered momentum. Last year, for 
example, economic activity broke all pre- 
vious records: Gross national product 
rose 10% over 1954, comfortably out- 
pacing the 1953 advance which had been 
the highest year-to-year gain; over-all 
industrial production advanced 9%; 
mineral production climbed 21% and 
house completions ran 23% ahead of 
year-earlier levels. 


What’s ahead? From some industries 
and some areas there are pessimistic 
murmurs. But optimism is still the key- 
note and it pervades even the tradition- 
ally conservative institutions such as 
banks, life insurance companies, trust 
and loan companies. 


A. C. Ashforth, president of the Tor- 
onto-Dominion Bank (Canada’s fourth 
largest bank) summed up the current 
views of most officials in these organiza- 
tions. “Canadians,” he told shareholders 
recently, “never had it so good.” 


This is the atmosphere in which Can- 
ada’s big institutional lenders have been 





The growth of taxation revenues is 
an indicator of Canada’s growing 
wealth — and a signpost of the widen- 
ing scope there is for the services of 
Canadian trust companies. Below is a 
table of collections by the Department 
of National Revenue which adminis- 
ters the Income Tax Act and the 
Dominion Succession Duty Act. 


Fiscal Year Income Succession 
Ended Tax Duties 
Mar. 31 $ millions $ millions 

1920 20.6 ee. 

1942 510.2 6.9 
1949 1,297.9 25.5 
1954 2,578.9 39.1 
1955 2,412.2 44.7 














operating for the last 18 months. It is 
also the atmosphere in which most of 
them expect to continue to do business. 


“The bouyancy of 1955 is still with 
us, and there are no signs that it will 
not continue through 1956,” A. Ross 
Poyntz told the recent annual meeting 
of the Dominion Mortgage and Invest- 
ment Association. 


Emphasis on Capital 


Canada’s postwar prosperity, most 
economists agree, is due primarily to a 
program of heavy capital expenditures 
on industrial facilities, on developing 
natural resources and on housing con- 
struction. Since 1950 new capital outlays 
in Canada have averaged 22% of GNP. 
This is higher than in the U.S. where 
the ratio has been 15%. At the same 
time increased investment has _ been 
matched by increased production. 


Continuing prosperity will be linked 
to no small extent to the availability of 
money and credit. This gives special im- 
portance to the investment policies pur- 
sued by the big institutional lenders in- 
cluding the trust and loan companies. 


What sort of demand is there for 
money? Early this year the Canadian 
government asked business and industry 
what their 1956 capital expenditure 
plans were. Back from business came 
this staggering reply: We plan to spend 
on plant, equipment, maintenance and 
repairs 21% more than we did in 1955. 


Where will the money come from? 
Some will be American capital invested 
in expanding subsidiary plants or devel- 
opment schemes. Much will come from 
open market operations with stock and 
bond issues floated in both Canada and 
the U.S. Aside from temporary accom- 
modation very little will come from the 
banking system. An important part of 
it, particularly that required for hous- 
ing, will come from the life companies 
and the trust and loan organizations. 


Activities of the Big Lenders 


With today’s emphasis in Canada on 
capital expansion, a closer look at the 
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capital-providing activities of the major 
institutional lenders reveals some of the 
forces at work in the economy. 


Trust companies, loan companies and 
life insurance companies in the Domin- 
ion Mortgage and Investments Associa- 
tion (holding approximately 70%-80% 
of the assets of all such companies oper- 
ating in Canada) have been a major 
source of capital financing for corpora- 
tions and especially for housing in the 
postwar years. 


Here are the investment trends that 
member companies have pursued in the 
past year: 


Trust Companies: Assets at the end of 
1955 totaled $588 millions as against 
$546 millions (+7.6%) a year earlier 
and $295 millions (-+99.3%) at year 
end 1949. 


During 1955 holdings of Canada 
bonds dropped $25 millions. Provincial 
bonds held rose $16 millions while muni- 
cipal securities increased $1 million. 
Corporation bond holdings increased $6 
millions and corporation stocks $4 mil- 
lions. Cash on hand was $9 millions 
greater than a year earlier. 


Mortgage additions to trust company 
portfolios keynoted the year’s invest- 
ment activities: With an over-all increase 
in total member company assets (com- 
pany and guaranteed accounts) of $42 
millions, $35 millions alone represented 
increased mortgage lending. 


Except for the decrease during the 
year in holdings of Canada bonds, there 
was little change in the investment pat- 
tern of these companies from that exist- 
ing in 1954. 


Loan Companies: Assets at year end 
1955 amounted to $362 millions com- 
pared with $331 millions in 1954 
(+9.4%) and $247 millions in 1949 
(+46.5%). 

Of the over-all $31 millions year-to- 
year increase in assets during 1955, 
over $27 millions was invested in mort- 
gages. Canada bond holdings dropped 
by $4 millions while provincials and 
municipals increased by $3 millions and 
$1 million respectively. Cash at the end 
of 1955 was $3 millions greater. Corpo- 
ration bonds held decreased by $1 mil- 
lion while corporation securities rose 
by $2 millions. 

In 1955 loan company investment 
pattern changed somewhat from that 
followed the year before. During 1954 
holdings of Canada bonds had increased 
while a smaller part of the total increase 
in assets went into mortgages. 


Life Companies: Total assets at the 
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end of 1955 came to $6,234 millions up 
7.5% from 1954’s $5,795 millions and 
45.4% higher than 1949’s $4,286 mil- 


lions. 


Throughout 1955 member company 
Canada bond holdings continued to de- 
cline decreasing by $65 millions. Pro- 
vincial bond holdings were reduced by 
$5 millions while Canadian municipal 
bonds rose by $31 millions. Corporation 
bonds held increased by $21 millions, 
stocks $3 millions. Mortgage loans rose 
a sharp $265 millions. 


Large-scale investment by the life in- 
surance companies in mortgage loans 
reflected a speeding of a several-year- 
long trend toward increasing this item’s 
share of the total investment portfolio. 
Apart from smaller holdings of provin- 
cial bonds (which had risen the year 
before) and the increase in stocks, pat- 
tern of investment remained relatively 


unchanged from that followed in 1954. 


(For another look at how Canada’s 
trust company business fared in 1955 
see page 513 where highlights of the re- 
cent annual meeting of the Trust Com- 
panies Association of Canada are pre- 
sented. Also, on page 514 is a statistical 
record of the 1955 volume of estate, trust 
and agency funds administered by ma- 
jor Canadian trust companies as com- 
pared with year-earlier totals). 


This investment pattern pursued by 
Canada’s big institutional lenders is not 
new. Since early 1950, when the coun- 
try’s postwar boom began to accelerate 
and the demands for more financing be- 
came heavier, these investors have been 
reporting sharp increases in mortgage 


holdings, substantial reduction in fed- 
eral government bonds and an appreci- 
able rise in holdings of corporate securi- 
ties. 


By the end of 1955 member compa- 
nies of the Dominion Mortgage and In- 
vestments Association reported that 
mortgages as a proportion of investment 
portfolios represented: 33% of trust 
company assets in Canada, 75% of loan 
company assets and 39% of insurance 
company assets. But in 1956 the trend 
toward increasing mortgage loan hold- 
ings may come to a halt. 


A. Ross Poyntz stated to Association 
members last month: 


“The percentage of Canadian assets of 
member companies represented by 
Canadian mortgages has increased year 
by year since the end of the war. A re- 
view of past experience suggests that this 
percentage is not likely to increase sub- 
stantially . . . It would not be surprising 
if loan approvals for the full year 1956, 
although still at a high figure, were low- 
er than those in 1955.” 


Banks New Mortgage Source 


In the case of another group of insti- 
tutional lenders, the chartered banks, 
the same turn of events is likely to take 
place. With assets topping $12.7 billions 
by the end of 1955 (up 11.1% from a 
year earlier), the banking system report- 
ed mortgage loans outstanding totaled 
almost $300 millions at the end of 1955. 
This represented a $225 million growth 
in twelve months. 


Permitted for the first time in mid- 
1954 to extend mortgage loans — and 
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restricted to making loans under Na- 
tional Housing Act regulations only — 
the banks plunged rapidly into this lend- 
ing field. 


In the early months of 1955, with an 
easy-money atmosphere, competition for 
the commitments of would-be borrowers 
was so keen that the banks dropped the 
NHA interest rates below the legal maxi- 
mum, Throughout the whole of 1955, 
the banks added to mortgage portfolio 
at an accelerating rate. 


By the beginning of 1956, however, 
this rapid accumulating of mortgages 
had slowed appreciably and there is 
every indication that this year’s addi- 
tions to mortgage holdings will certain- 
ly not be in the order of 1955’s. 


Right now bankers say “money is 
scarce, very scarce.” Over the past year, 
the banking scene has been typified by 
a sharp expansion of current loans, a 
substantial growth of mortgage holdings 
and, partly to finance these, heavy sell- 
ing of government bonds. Current loans, 
for example, increased 22% from Jan- 
uary 1955 to January 1956. 


Cautionary Measures Invoked 


Since late in 1955 the Bank of Can- 
ada — the country’s central bank — has 
been urging the chartered banks to cut 
back on lending commitments. Four 
times within the past ten months the 
central bank has raised its discount rate, 
signalling for a lending cut-back. It 
sought and obtained an agreement from 
the chartered banks to refuse to make 
term loans to business to finance capi- 
tal expansion; to stick to providing 
short-term accommodation. It obtained 
another agreement whereby the banks 
would add a secondary reserve of gov- 
ernment treasury bills (7% of deposit 
liabilities) to their statutory cash re- 
serve (8% of deposit liabilities) . 


These credit-tightening moves set the 
financial climate in which all institu- 
tional lenders will do business this year. 
They were designed to keep the Cana- 
dian boom within manageable limits and 
to ensure that demand for money and 
credit does not outrun supplies or lead 
to inflationary tendencies. And to the 
extent these monetary policies represent 
anti-inflationary forces, they win the full 
approval and support of institutional 
lenders. 


From the Canadian Government’s 
point of view, however, there is one un- 
wanted by-product of the current tighter 
money, higher interest rate situation. 
Housing completions may be 15%-20% 
lower in 1956 than in the year before. 


And this in spite of a continuing pro- 
gram of government encouragement to 
mortgage lenders. 


It’s a case of two government policies 
clashing. Tighter credit and generally 
higher interest rates — combined with 
a fast-paced business and heavy capital 
demands — are shrinking the propor. 
tion of idle dollars available for hous. 
ing. 

Although Canada has added one-third 
to its stock of housing in the postwar 
years and seen mortgage debt outstand- 
ing climb at an even faster rate than in 
the U.S., for social, political and eco- 
nomic reasons, the federal government 
is committed to encourage more build- 
ing, more mortgage lending. 

House building is a major prop for 
prosperity. At the moment there is little 
thought in Canada that mortgage debt 
is “dangerous” or outpacing the long. 
term market. There are various reasons 
for this: mortgage repayments are a 
fairly steady 10% of yearly gross dis- 
bursements; population increase and 
rate of family formation are expected to 
continue at least at today’s pace; open- 
end mortgages and borrowing on exist- 
ing houses to obtain cash to purchase 
non-housing durables and stock are not 
the decided practices they are in the 
US. 

This situation leaves the federal gov- 
ernment with two major alternatives if 
it is going to pursue its housing policy 
with determination: (1) it can consider 
raising the interest rate on loans made 
under National Housing Act regulations; 
(2) encourage institutional lenders to 
sell blocks of mortgages to “nonap- 
proved” lenders including U.S. invest- 
ment funds and pension funds. 


Whatever develops in the housing and 
mortgage lending field over the next few 
months will have an important influence 
on the over-all investment policies of in- § 
stitutional lenders. But no matter what 
pattern is established, there is wide: 
spread optimism that the forward direc- 
tion of the economy as a whole will 
make 1956 the best year yet for Can- 
ada’s trust and loan companies, banks 
and life insurance companies. 


A A A 


e Offering of 270,000 shares of Crown 
Zellerbach Canada to Canadian investors 
is a step toward broader Canadian patti- 
cipation in the subsidiaries of United 
States corporations operating across the 
border, a-step which will probably find 
reflection in similar decisions by other 
managements. 
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UNITED STATES CAPITAL AND 


CANADA’S ECONOMY 


HENRY T. VANCE 
President, Canada General Fund (1954) Limited 


. IN THE UNITED STATES WHO 
are interested in economic develop- 
ments in Canada have followed with 
much interest the articles which have 
recently been appearing in influential 
Canadian publications regarding the 
flow of capital into that country from 
the States. These investors have noted, 
from the reactions indicated in the 
Canadian press, that the discussion in- 
volves two separate matters. Perhaps be- 
cause of political consideration, some 
of the Canadian views, as reported, seem 
to be somewhat more agitated than the 
situation calls for. 


One of the aspects of the discussion is 
the flow of capital from the States into 
established Canadian markets for stocks. 
Here it seems there can really be no 
basic cause for disagreement. Certainly 
the facts do not provide grounds for 
concern. 


Net investment from the States in 
Canadian listed stocks was some $85 
million in 1954 and $95 million in 1955. 
Even if Canada had a completely “ma- 
ture” and more or less static economy, 
there could hardly be much cause for 
concern in these figures. Canada’s econ- 
omy, however, is not static. To the con- 
trary, it is very dynamic, with a growth 
factor in recent years even greater than 
that of the United States. This is shown 
in the following comparison for the five 
years ended 1955: 


United 
States Canada 
Gross National 
Predect —.___. up 35% up46% 
National Income. up34% up 44% 
Personal Income _ up34% up47% 


In a growing economy, new capital is 
constantly necessary. Large sums are re- 
quired over a long period, not only as a 
result of the needs of established com- 
panies for additional funds for expan- 
sion, but also capital formation must 
finance new industries and develop 
natural resources. 


In this connection, it may be noted 
that the Canadian government has fore- 
cast that capital expenditure on new 
plant, equipment and housing for 1956 
alone will amount to more than $6,500,- 
000,000 exclusive of outlays by govern- 
ment departments. 
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On the basis of these figures, a net 
inflow of United States capital into the 
established Canadian markets of approx- 
imately $100,000,000 a year certainly 
should present no problem — either as 
to possibilities for profitable employ- 
ment or as to creating a scarcity of listed 
stocks available to Canadians. 


A welcome indication of the moderate 
and sensible attitude of most influential 
Canadians is given in the following ex- 
cerpts from a recent speech by Right 
Hon. C. D. Howe, Minister of Trade and 
Commerce, to a group of Canadiau busi- 
nessmen : 


“We tend to take it for granted that 
Canada will expand, simply because 
of natural advantages. When one 
looks around the world at other coun- 
tries which have similar natural ad- 
vantages, it is evident that this is not 
the only factor. There are other fac- 
tors. less tangible, which play a part 
in determining the rate of develop- 
ment. One of these and perhaps the 
most important, is the factor of con- 
fidence in the economic and political 
stability of the country. 


“This confidence factor has made 
Canada a desirable area of investment 
from abroad and particularly from the 
United States. For the most part, 
these investments have been made by 
skilled and responsible investors who 
bring us capital and often technical 
management which are not always 
available from domestic sources. These 
investors meticulously obey our laws. 
When they make money, they usually 
re-invest it here. Surely most of us 
hope that this type of investment will 
continue.” 


The second aspect of the current dis- 
cussion involves the question of Cana- 
dian subsidiaries of U. S. corporations 
which are wholly, or virtually wholly, 
owned by the parent. Many of us here 
in the United States are sympathetic to 
the feeling of most Canadians that it is 
entirely reasonable that they should have 
an opportunity to share in the ownership 
of subsidiaries of “foreign” corporations 
whose properties are located in Canada 
and which are doing a large business 
there. 


To those of us who share this view, 
mere “token” ownership by Canadians 
of an insignificant number of shares of 
a subsidiary does not seem an equitable 





solution for this problem. Nor does the 
fact that Canadians may purchase shares 
of the parent corporation answer the 
needs of those who wish to invest in 
companies doing business primarily in 
their own country. 

It may be added that the portion of 
capital inflow channeled through mutual 
investment companies is least of all a 
matter of concern to thoughtful Cana- 
dians, because such companies do not 
buy control. In fact, diversified mutual 
investment companies whose shares are 
offered in the United States must comply 
with restrictions in the Investment Com- 
pany Act of 1940 which provides that 
not more than 5% of the company’s 
assets may be invested in any one issue, 
and that it may not hold more than 10% 
of the voting securities of any corpora- 
tion. 


In summary, it would appear that as 
time goes on, more Canadians will have 
a full appreciation of the value to them 
of the proper participation of United 
States capital in the development of 
their economy and it is to be hoped 
that there will also be a better under- 
standing by United States corporations 
of the advantages of having Canadians 
as substantial partners in their subsidi- 
ary companies located in that country. 
A recent announcement by a large Amer- 
ican corporation that a portion of the 
shares of its Canadian subsidiary will 
be offered to Canadians is a welcome 
sign of progress in this direction. 

A A A 
Bankers Should Interpret 
Economics to Public 


The oft-discussed important role of 
bankers in telling the public the real 
meaning of contemporary economic hap- 
penings was forcefully presented to the 
Arkansas Bankers Association Conven- 
tion at Hot Springs on May 22nd by 
Kenneth K. Du Vall, president, Merchan- 
dise National Bank, Chicago. Citizens 
must understand economic problems and 
form an intelligent judgment. 


Mr. Du Vall asserted that the banker 
should not sidestep his civic duty nor 
his greatest opportunity in the field of 
public relations for, in this specialized 
area, he should be best informed and 
the person to whom the public looks for 
facts. By first explaining in everyday 
language the background of today’s tight 
money situation and secondly the meth- 
ods by which the Government financed 
World War II, the speaker gave a prac- 
tical demonstration of how such knowl- 
edge can be diffused effectively, with 
benefit to both listener and the banking 
fraternity. 
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NEW BUSINESS APPROACH 


by oe rust Companies 


STATE PLANNING IS INDICATED AS THE 
most common approach to pros- 


pects by Canadian trust companies in 
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the returns from a survey undertaken by 
Trusts AND Estates. Nine of the ten 
replies from representative institutions 
mentioned estate planning in response to 
the question, “What approach do you 
use with prospects?” Four said that they 
stressed the saving of taxes through the 
use of trusteeship. Personal calls, the 
advantage of having an experienced ad- 
ministrator and the value of group de- 
cisions were mentioned by one company 
each in answering this question. 


Executorships were reported by five 
respondents as the “type of trust service 


| currently having the greatest receptivity 


5 by the public. 


9 


Personal agency ac- 


» counts were listed by three companies. 
| Personal trusts, savings accounts and es- 


3. re ees, 


tate planning were mentioned by two 
each, and one included trusteed pension 
funds. 


Asked about the principal source of 
new trust business, four named lawyers, 
five said life underwriters, four said 


| personal calls by company representa- 
) tive, two listed direct mail. The follow- 


ing sources of new trust business were 
mentioned by one respondent each: good 
will; recommendation by present 
clients; company’s clientele generally, 
business contacts, and banking connec- 


tions; and “direct unsolicited.” 


Eight respondents said they actively 
solicited estates with business interests, 
and two said they did not. 


Personal observations on trust busi- 


| ness generally included the following: 


a) There is room for expansion. Trust 


| Companies in our province have only 


10% of estates. 


b) We are concentrating on improve- 
ment in personnel and its technical effi- 
ciency for the reason that we feel that 
Property management and estate and 
ttust administration will become more 
and more complicated as time goes on. 

€ realize that costs will climb, but are 
relying upon our belief that the people 
we will serve will prefer first class ser- 
vice to mediocre service at lower cost. 


¢) Business is “increasing steadily.” 
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Thisman is judgment! 


He will never be your judge in a Court of Law, nor will he 

ever pass judgment on you! He is your Trust Officer! He 
ymbolizes group judg giving expression to 
opinions, based on knowledge and experience. This judgment 
will guide you in the proper planning of your estate, and, after your 
death, the settling and managing of your estate in the best interests 

of your family. Representing an entire Trust Company with all the 
knowledge and experience of having “lived through” many economie 
periods, he has the vision to see, the background to understand and the 
willto act! He is never ill, nor absent on business or pleasure for 

he is your key to constant service by a group of specialists in the 
management of money and handling of estates. You and your 

. lawyer are invited to consult this man on the ways a Trust Company can 





serve you in safeguarding your estate and protecting your family. 


Published by a group of 
THE TRUST COMPANIES OF CANADA 
in the interests of better public understanding. 





d) We find that our best customers 
are those who are given a proper estate 
planning, and through trusteeship the 
saving of taxation, and top services. 


e) Increasing costs and narrow profit 
margin make it imperative that we be 
selective in new business efforts, recog- 
nizing at the same time our obligation 
to accept much unattractive business 
that finds its way to us. 


f) People are giving more thought 
to placing greater emphasis on estate 
planning where business interests are 
involved. 


Newspaper Advertising 


The most interesting development in 
trust newspaper advertising is the start 
recently made on a cooperative institu- 
tional campaign. The background of this 
development is explained by J. Allyn 
Taylor in his address as president of 
The Trust Companies Association of 
Canada (see p. 516). Two ads are repro- 
duced here and there. 


“Test Your Trust I.Q.!” exclaims a 
Canada Trust Co., London, Ont., ad 
which includes a five-question true-false 
test. It raises questions about entering a 
safety deposit box after death of the 
owner, appointment of a successor to a 
deceased private executor, changing a 
will, taxation of life insurance, and gov- 
ernment inspection of trust companies. 
Correct answers are given at the bottom 
of the ad and complete answers verbally 


or in a booklet are offered upon re- 
quest. This is one of a series of at least 
ten quiz ads through which Canada 
Trust has been dispensing knowledge 
about wills, estates and trust services. 

The Business Sales Division and the 
handling of employee retirement pro- 
grams are covered in two other series 
from this institution. These are not quiz- 
type, but are well laid out, informative 
and illustrated. Each of these ads also 
offers a booklet on its own subject. 

“The Story of our 36th Year of Sound 
and Continuous Growth,” as presented 
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This label in anything we buy is a mark 
of distinction. In a pension plan it is a 
necessit 

In designing a pension plan we suggest 
careful ideration of the ad ag: 
the Trusteed method of underwriting: 

— flexibility 

— lower outlay 

— higher interest return 
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in an ad from Central Trust Co. of Can- 
ada, Moncton, N. B., contains figures 
from the selected years of 1926, 1946, 
1951 and 1955 to support its contention. 
Total assets under administration, funds 
invested by the public in guaranteed de- 
posit & investment trust certificates, and 
paid in capital reserve for these years 
are allowed to tell their own story, along 
with a brief comment about the future. 


“Thinking about a will?” inquires an 
ad of Chartered Trust Co., Toronto, 
Ont. “High time you discussed your es- 





thinking 
about a will? 


High time you discussed your estate 
arrangements with a Chartered Trust estate officer. 
With Chartered Trust as executor, 
your beneficiaries will be saved 
needless worries and expense. Details and 
costs are supplied without obligation. 
Phone or write for an appointment, 


CHARTERED 
TRUST 


COMPANY 


34 KING STREET WEST — EM. 8-7687 
20 ST. CLAIR AVE. W. — WA. 2-5158 





tate arrangements with a Chartered 
Trust estate officer. With Chartered 
Trust as executor, your beneficiaries will 
be saved needless worries and expense.” 
The entire message of the ad is con- 
tained inside the outline of a man’s head. 


“$5,000 or $5,000,000, it’s your es- 
tate” points out an ad of Crown Trust 
Co., Toronto, Ont. Whatever its size, it 
“deserves careful planning to assure 
your dependents of the maximum pro- 
tection and security from your life’s 
work.” Another ad from the same com- 
pany asks, “Will your widow know more 
about business than your wife?” and 
describes how “you can will to her the 
business experience she lacks” by nam- 
ing the trust company executor and trus- 
tee. 


“Your husband’s friend” is the title 
of an ad of Montreal Trust Co., Mon- 
treal, Que., directed to wives. It discuss- 
es the fact that trustees are seldom ap- 
pointed without the wife’s approval and 
seeks an opportunity to discuss the ob- 
jectives of the will even before an ap- 
pointment is made. “It is so satisfactory 
dealing with friends — people who 
know, understand and have confidence 
in each other.” This is one of a series. 
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Each ad’s title is on the left and a large 
bracket embraces the message. Some of 
the titles are: We’d like to meet your 
wife; How to Keep Your Business in the 
Family; Preserving family tradition (co- 
executors) ; Your most important pro- 
ject; and The art of investing. These ads 
are used both in newspapers and in the 
Company’s bi-monthly booklet, Fore- 
thought. 


“You mean I’m losing over $1,000 a 
year?” asks the worried woman in an ad 
of National Trust Co., Litd., Toronto, 
Ont. The ad discusses the importance of 
broad investment powers in the will... 
“The best defences against changing 
conditions are (1) a will that allows 
your executor some discretion in invest- 
ing — and (2) an experienced executor 
who can be relied on to use that discre- 
tion to your beneficiaries’ advantage” 


. . . Another ad of this Company sets 
forth the “questions your wife should 
ask” about her husband’s executor, the 
most important of which is “Where will 
he be when he’s needed?” A third ad 
comments on three “Costly Words.” 
These are: “I don’t need a lawyer,” “I'll 
write my own will,’ and “Joe can be 
my executor.” 


“Do you review your will as often as 
you change your car?” inquires an ad 
of Royal Trust Co., Montreal, Que. 
Emphasis is added by picturing the man 





e 
* EXECUTORS AND TRUSTEES FOR OVER HALF A CENTURY 


do you 
review your will as 
often as you 
change your car? 
Occasional revision of your 


will is necessary to adjust it 
to changed conditions. 


THE 


ROYAL TRUST 


COMPANY 


Ask for 
our booklet 
“Some Remarks on Wills" 


OFFICES ACROSS CANADA FROM COAST TO COAST 





with his will on one side and the car on 
the other. A booklet on wills is offered. 


“Well . . . that worry is behind me,” 
comments the man in an ad of Waterloo 
Trust & Savings Co., Kitchener, Ont. 
He had been appointed executor by his 
cousin. “His property was all tangled 
up; I had to hire an accountant to help 
straighten things out. Creditors sent in 
bills against the estate; disappointed 
relatives threatened to break the will. 
And when I think of all the valuable 
time I wasted! Finally the court agreed 
to appoint another executor, a trust 


company, in my place...” Another ad 
of the Company advises the reader to 
“choose your executor as you would 
your doctor or lawyer. In medical and 
legal matters we rely on the judgment of 
experienced professionals in _ those 


fields.” 
Booklets 


“Four Steps Toward Family Security” 
in a folder published by Central Trust 
Co. of Canada, Moncton, N. B., turn out 
to be taking an inventory of your estate, 
making an analysis of life insurance 
plans, having a will drawn, and selecting 
the best executor and trustee. Similar 
folders deai with what you should know 
about your executor and the importance 
of keeping your will up to date. One of 
the attractive features of these leaflets is 
the brief quotation on the cover, for ex- 
ample: “What you can do now for the 
benefit of your family tomorrow;” “The 
winds and the waves are always on the 
side of the ablest navigator.” Among the 
other folders put out by this Company 
are “Suppose I didn’t leave a will... 
would it make any difference?” and a 
little “Thank You” insert which is “a 
word of appreciation” to the customer. 
All these are sized for convenient mail- 
ing. 

“In naming the Waterloo Trust as 
your executor” titles a folder in which 
Waterloo Trust & Savings Co., Kitchen- 
er, Ont., sets forth in small compass a 
host of advantages to the reader . . . free 
estate planning services (important for 
modest estates as well as larger ones). 
opportunity for an individual co-execu- 
tor, safekeeping of will, avoidance of lost 
time, cooperation with one’s solicitor, 
availability of specialized services, pe- 
riodic statements, and continuity be- 
tween executor and trustee. All this for 
a fee no greater than to an individual 
executor. 


A page is devoted to “What Should 


Women Know about their Husbands’ 


Affairs?” in the current issue of the & 


Crown Trust Co. (Toronto, Ont.) Di 
gest. It points out tactfully but honestly 
that “in two out of three marriages 
broken by death in this country, a widow 
curvives” and advises the husband to 
prepare his wife by discussing with her 
(a) the sources of income and the mak- 
ing out of an income tax return (to 
make clear the impact of taxes on gross 
income) ; the cost of home maintenance; 
the investment portfolio; the insurance 
plan; the advisability of separate bank 
accounts; and the provisions of the will. 


In an attractively printed booklet — 
“Security for your family” — National 
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Trust Co., Lid., Toronto, Ont., discusses 
executorship. Beginning with the princi- 
ples on which an executor must work, 
the text points out that the testator 
should name his executor in his will .. . 
“No one would dream of handing over 
a beautifully drawn set of blueprints to 
a person who had never before erected a 
building.” The duties of the executor are 
then explained through several pages, 
with the conclusion that it is “no one- 
man job.” A separate section points out 
the importance of investment decisions 
and the advantage of the Company’s 
group judgment. The final subject is 
costs. The booklet explains how they are 
fixed and that they will be the same for 
an individual as for a trust company. 
It considers the possibility that the in- 
dividual might decline to receive remun- 
eration, and points out that even so, 
“lack of experience, lack of time to de- 
vote to the estate, and lack of organiza- 
tion, may mean a costly administration. 
The final cost is measured by the re- 
sults.” 


“Montreal Trust Company is con- 
vinced that intelligent estate planning 
accomplishes more for the owner of a 
private business than for anyone else.” 
This statement is the opening sentence 
of a pocket-sized booklet on “How to 
keep Your Business in the Family” pub- 
lished by Montreal Trust Co., Montreal, 
Que. The reader is told exactly the steps 
he must take to make possible the reten- 
tion of the business for members of his 
family after his own death, and various 
ways of taking these steps are discussed. 
The concluding paragraph states that “It 
is not enough to build a business for 
one’s family. It is also necessary to plan 
constantly so that it will work for the 
family as it has for the owner.” 


“Wills .. Estates .. Trusts . . Answer- 
ing questions we are often asked” is 
exactly what its name implies — a ques- 
tion-and-answer presentation of wills, 
executors and trustees, marital status 
and rights of consort, succession duties, 
living trusts, business insurance trusts, 
management service and estate planning. 
Montreal Trust includes a pamphlet on 
profit sharing and one on pension funds 
in its promotion material, as well as a 
larger brochure with margin-tab index 
which briefly presents seven major ser- 
Vices and summarizes others. 


“Selling your Business,” published by 
Canada Trust Co., Toronto, Ont., ex- 
Plains to the reader how a businessman 
may arrive at the decision to sell his 
business, and then discusses valuation 
procedure, tax considerations, and the 
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particular qualifications of the trust 
company which make it advantageous to 
deal with the business sales division. 


A large brochure, illustrated with line 
drawings, sets forth this company’s ser- 
vices to employers who have, or wish to 
have retirement plans. It lists 16 ques- 
tions to be discussed with a consultant 
before determining what kind of pen- 
sion plan is best in an individual case, 
and then discusses how pension plans 
are funded. The importance of invest- 
ment is set forth, and the duties of the 
trustee in a trusteed plan. An insert car- 
ries the names of 24 Canadian compa- 
nies among those which have selected 


Canada Trust as pension fund trustee 
and custodian. Other pamphlets used by 
this institution include several on gift 
taxes and success duties, and one—“The 
Protection of Your Family” — that pre- 
sents the fundamentals that motivate 
estate planning and will-making. 


If the above samples are a fair picture 
of what the Canadian trust companies 
are doing in printed word advertising, 
there is every reason to believe that — 
as one trust company president said in 
his annual report — the time may well 
come when selection of the services of a 
corporate fiduciary will be the rule 
rather than the exception. 
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NEED MORE alwe’’ PROSPECTS? 


Letter from a large bank, with these comments on a recent 


“Have received 209 replies to the January 23rd letter, 
which is a wonderful response.”’ 


The person who asks for a trust booklet is an active pros- 
pect for trust business. But many Trust Departments face 
this question: ‘How do we get people to ask in the first 


Through years of experience, Purse has developed a work- 
able, time-tested answer to this question. Write or phone 
us about it. No obligation, of course. 
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FAVORITE CANADIAN TRUSTEE 
EQUITIES 


HE PREFERRED EQUITY COMMIT- 

ments of Canadian trust institutions 
are represented in the following lists, 
based upon returns from seventeen 
sources. The fact that this sampling com- 
pares with eighteen opinions reported in 
this magazine one year ago (June, 1955, 
page 501) has apparently had negligible 
effect upon the listings, which are strik- 
ingly similar to those of 1955, so much 
so, in fact, that practically no trend is 
noticeable. It is noteworthy, however, 
that the bank stocks continue in their 
accustomed role of leadership, perhaps 
due to improved earnings prospects from 
growing business and loan volume at 
higher rates of interest. Thirty - three 
names appear upon ten or more lists of 
favorite stock investments as compared 
with 43 one year ago. 


COMMON STOCKS 


Abitibi Power & Paper ____.- 
Aluminum Power & Paper 
Asbestos 
Bank of Montreal 
Bank of Nova Scotia 








Bell Telephone 
British American Oil 

British Columbia Power 

Building Products 

Canada Cement 

Canada & Dominion Sugar ° 
Canada Malting 

Canada Packers 

Canadian Bank of Commerce 
Canadian Breweries ___...------------ 
Canadian Canners 

Canadian Celanese 

Canadian Pacific Railway 
Canadian Westinghouse 

Consol. Mining & Smelting 
Consol. Paper vss 
Consumers Gas (Toronto) 
Distillers Corp.-Seagram —_- 
Dome Mines 

Dominion Bridge 

Dominion Foundries & Steel 
Dominion Oilcloth & Linoleum __ 
Dominion Steel & Coal 
Dominion Tar & Chemical _____. 
Famous Players 

Fanny Farmer 

Fraser Companies Ltd. 
Gatineau Power 

Goodyear Tire & Rubber 
Gypsum, Lime & Alabastine 








Do You 
Canadian 


Trade in 


Securities? 


Dealing in Canadian stocks can be easy if the 


broker you choose has 


full Canadian facilities to 


serve you. Here’s what we have to offer: 


Members of the Toronto Stock Exchange 
Direct wire to our Toronto office 
Canadian Market Letter 

Minimum commission rates 


For any help you need in Canadian securities, 
call or visit us today. Ask for your copy of our 
Canadian Market Letter that discusses late devel- 
opments in industrial, mining and oil companies. 


BACHE & Co. 


MEMBERS NEW YORK, AMERICAN 


LOS ANGELES, TORONTO & 


OTHER LEADING STOCK & COMMODITY EXCHANGES 


36 WALL STREET, NEW YORK 5 


Digby 4-3600 


Hollinger Consol. Gold Mines 
Howard Smith Paper Mills 10 
Hudson Bay Mining & Smelting _ 11 
Imperial Bank of Canada 7 
Imperial Oil Re 15 
Imperial Tobacco 10 
Industrial Acceptance _....... 7 
International Nickel _..-.___-_.._.. 17 
International Paper 
International Petroleum 
Kerr Addison Gold Mines _. 
wOmm: PianeeG 
Laura Secord - 
Maritime Tel. & ‘Tel. 
Massey-Harris 
McColl-Frontenaec Oil _. 
McIntyre Porcupine __. 
Minnesota & Ontario Paper 
Moore ._........ Sea ee aes 
National Steel Car PERI Sak ba ON 
Noranda Mines _____. See 
Nova Scotia Light & Power | 
Ogilvie Flour Mills _. 
Page Hersey Tubes 
Powell River —_.._>__ : 
Power Corp. of Canada __...._. 
Pree sires. @ Co... 
Quebee Power —__-__ 
Royal Bank of Canada 
Shawinigan Water & Power ___.. 
Steel Co. of Canada —.....___..__. 
Toronto-Dominion Bank ________. 
Union Gas _____... — 
Hiram Walker, Gooderham & 
TO 
Weston, George __ iecuatens 
Wright Hargreaves Mines — Es, 
OO a ae 





— 
Oo 


— — 
oOreanacmonacj#»#a co = 


CLASS “A” STOCKS 


Bathhurst Power & Paper __ 
Canada Packers 

Ford Motor Co. of Canada i. 
Loblaw Groceterias __... 
Molson’s Brewery 


PREFERRED STOCKS 


Abitibi Power & Paper _.__. 
Aluminum Co. of Canada 
British Columbia Electric —..... ; 
Canada Cement ........ 
Canada Steamship Lines 
Canadian Celanese ___.________________-- 
Canadian Industries 

Canadian Oil Companies __-. 2 
Dominion Foundries & Steel 
Dominion Tar & Chemical 
Fraser Companies _............ ee, 
Gatineau Power ____. 

Goodyear Tire & Rubber 

Howard Smith Paper Mills 
Imperial Tobacco 

Industrial Acceptance 

Maritime Tel. & Tel. 
McColl-Frontenac Oil 

Nova Scotia Light & Power 
Power Corp. of Canada 
Shawinigan Water & Power 
Southern Canada Power 
Supertest Petroleum 

Weston, George 
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INDUSTRIAL EXPANSION IN CANADA 
adda Otis Capital 


J. R. PETRIE 


Director of Economic Research, Jones Heward & Company, Montreal 


APITAL INVESTMENT HAS BEEN A KEY 

factor in raising Canadian annual 
output of goods and services from a level 
of $12 billion in 1946 to $26.6 billion 
last year, an increase of more than 
120%. In this same period the total of 
private and public new investment in- 
creased by 265%. Putting it another 
way, capital investment in 1946 was 
about 14% of gross national product, 
while last year the ratio was almost 
one-quarter. The role of capital invest- 
ment in our post-war prosperity has 
been considerably more important than 
in the United States, averaging over the 
past five years better than 22% of 
G.N.P., compared with only 15% in 
the United States. Last year’s 10% in- 
crease in Canadian investment was 
matched by a 10% rise in volume of all 
goods and services. 


Some $42 billion has been invested in 
new plant and equipment during the 
post-war decade, more than half in the 
last four years. Just about half has gone 
towards expansion of primary and 
manufacturing industries and _ public 
utilities. With nearly $22 billion of new 
plant and equipment, it is not difficult to 


From address at Annual Meeting of the Trust 
Companies Association of Ontario, April 19, 1956. 


account for the great growth in produc- 
tion, the result of which has been a long 
series of record-smashing achievements 
across virtually the whole of the national 
economy. 


At this point I would like to have a 
go at puncturing that myth about 
Canadians being basically hewers of 
wood and drawers of water. Canada is 
fourth among trading nations and there 
seems to be a strong impression that 
the bulk of our exports is comprised of 
raw materials. This is just not true. Close 
to 40% of our exports are fully manu- 
factured goods, and another 28% semi- 
manufactured. Raw materials account 
for only about a third of the total. 
Canada is a net importer of industrial 
raw materials, last trade figures show- 
ing deficit of $14 billion on this ac- 
count. Among the raw materials im- 
ported are crude oil, bauxite, cotton and 
wool, hides, coal, primary steel and 
primary chemicals. 


Increased Mechanization 


Canada has become one of the world’s 
leading industrialized nations, ranking 
sixth in terms of volume of manufac- 
tured goods. One out of every four 
Canadians is employed in manufacturing 
and every third dollar of national in- 


come is earned in these industries. It 
should be pointed out here that a large 
proportion of manufacturing is based on 
processing domestic industrial materials. 
It is this intimate link between our re- 
source and manufacturing industries 
that shapes my view on national policy, 
which will be mentioned later. Not since 
1950 has the capital expansion of pri- 
mary industry been as great as manu- 
facturing. Last year expenditures on 
new manufacturing capacity were nearly 
$1 billion, about 27% of total business 
investment and $100 million more than 
expended on primary capacity. 


It is interesting to note the changing 
character of manufacturing in Canada. 
The important growth has occurred in 
highly mechanized industries that em- 
ploy a large volume and use fairly ad- 
vanced technology, such as iron and 
steel, transportation equipment (includ- 
ing automobiles, railway equipment and 
aircraft), the electrical and electronic 
equipment industry, farm implements, 
chemicals, pulp and paper. Expansion of 
industries with a lower productivity 
rate, such as rubber and leather prod- 
ucts, textiles, food and beverage process- 
ing, has been at a lesser rate 


When we read of a post-war invest-. 








Aerial view showing top of new Errington Underground Mine, 
center, with the Steep Rock shop area, right. Steep Rock’s gigantic 
engineering operations reached the high grade iron ore of one 
of Canada’s richest storehouses once hidden under the bed of Steep 
Rock Lake in the northern Lake Superior district, and now pro- 





viding 10 to 12,000 tons of ore a day, Steep Rock Iron mines 150 
miles from Pt. Arthur, Ontario, had to pump out 118 billion gal- 
lons of water and remove 70,000,000 tons of silt to open pit mine 


the lake bed. Picture at right shows dredges at work with lights 
in the pit foreground. 


Photos from Steep Rock Mines (left) and Federal Newsphoto of Canada 
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ment of $3 billion in the petroleum in- 
dustry, we may lose;sight of the fact 
that $1 billion was for manufacturing 
and marketing facilities, and $1 billion 
on petrochemical plants. Obviously, half 
of the total was on development of 
secondary capacity. The $600 million 
outlay in chemicals has been entirely for 
manufacturing. Host of the pulp and 
paper outlay of $835 million has been 
on manufacturing capacity, even though 
the so-called forestry industry is often 
thought of as primary. | certainly con- 
sider the Aluminium Company of 
Canada’s investment of $815 million in 
gross plant as a manufacturing invest- 
ment. The raw material is imported. 


I do not share in what seems to be a 
growing apprehension over depleting re- 
sources to feed the industrial raw ma- 
terials requirements of other countries. 
Manufacturing will keep pace with re- 
source development, and | cannot state 
too strongly my conviction that Canada’s 
mineral deposits should be developed 
when it is considered economic to do 
so. If we were deliberately to hold back 
development of minerals for a future 
rainy day there would have to be a 
large measure of government control. 
Moreover, withholding supplies adequate 
to meet demand plays hob with prices. 


IN CANADA 


A Complete 
Real Estate Service 


Consult us, if you are 
handling an estate that 
involves property in 


Ontario or Quebec. 


CHARTERED TRUST 
COMPANY 


TORONTO — 34 King St. West 
20 St. Clair Ave. W. 


MONTREAL—388 St. James St. W. 





Net Use 
of Funds 
$ 581.3 
684.1 
578.9 
707.6 
863.5 
812.0 
877.7 


$5,105.1 


Undistributed 

Income 

$ 159.5 
263.0 

199.3 

250.2 

283.4 

247.4 

276.3 
$1,679.1 





NET SOURCE OF FUNDS — 704 Companies* 


($ millions) 


*Excluding $242.5 million of special reserves and adjustments. 


Common 

Stock 
$ 40.8 
26.6 
50.2 
66.5 
hes 
87.3 
91.0 


$479.9 


Funded Preferred 
Debt Stock 

$135.9 $53.2 
146.8 25.3 

72.4 - 2.4 

100.8 2.6 
162.6 -5.3 
134.0 - 4.2 
110.4 6.6 

$862.9 $75.8 


Depreciation 
$ 150.1 
176.6 
221.3 
247.6 
280.6 
325.6 
363.1 
$1,764.9 








Shortages and excessive prices have a 
way of forcing consumers to turn to 
substitute materials more readily avail- 
able, with the possibility of permanent 
lost markets. I say “find it, develop 
it, sell it,” is the road to expansion and 
economic maturity. 


Another point around which can- 
tankerous and often ill-informed argu- 
ment is brewing is “Who Owns Can- 
ada?” In terms of official estimate of 
increase in non-resident investment in 
Canada during the first nine post-war 
years, and my own estimate for last year, 
it appears that between 80 and 85% 
of the $42 billion total for the decade 
has been financed domestically. This is 
a mighty impressive performance but it 
is quite obvious that personal savings 
could not have supported this volume of 
new investment. 


Process Units Largely Self-Financed 
The Bank of Canada has published 


(see accompanying table) source and 
use of funds data for 704 Canadian 
corporations covering the following 
fields: food products, beverages, primary 
textiles, pulp and paper, iron and steel, 
machinery, electrical equipment, gold 
mining, non-ferrous metal mining, oil, 
chemicals, trade and services, retail 
food chains, and public utilities. 


The significant point is the extent to 
which capital requirements have been 
supplied by the companies themselves, 
without recourse to external financing. 
Some 67% of total capital for plant, 
equipment, and inventories came from 
retained earnings and depreciation. It 
is interesting that depreciation and re- 
tained earnings were almost enough to 


‘cover total new investment requirements 


for plant and equipment. This is even 
more interesting when it is_ recalled 
that. profits were taxed at an average of 
over 40%. In the same period these 
companies paid out as dividends almost 
60% of net tax-paid profit. I have a feel- 
ing, difficult to prove statistically’ how- 
ever, that the. shareholders of these 


Canadian companies have done fully as 
well, if not better, as shareholders of a 
comparable sample of U. S. companies. 
In the same period, a sample group of 
420 U. S. companies paid out just over 
50% of tax-paid earnings. 


Second to internal financing has been 
corporate borrowing in bonds and 
debentures. New senior security issues 
in the period were about 17% of total 
requirements. This places equity financ- 
ing in a minor role, with only about one- 
half as much capital as bond issues, and 
preferred stock financing negligible. On 
balance the corporations in the sample 
got 67% from internal sources, 17% 
from bonds and debentures, and 10% 
from common and preferred shares. The 
balance came from special reserves. 


Burning Question 


Investment of non-resident capital 
generally may be classified into port- 
folio investments and direct investments. 
Typically, portfolio investments are 
scattered minority holdings of outstand- 
ing marketable securities which do not 
carry control. This group accounts for 
about 45% in total foreign investment 
in Canada, and, as far as I am con- 
cerned, constitutes no threat whatever in 


terms of influencing management policy. ° 


A considerable part of these holdings are 
in U. S. Investment Trusts. 


The second classification of non-resi- 
dent ownership of Canadian enterprise 
is direct investment, which constitutes 
sufficiently concentrated holdings to en- 
sure control. This type of control has 
been causing all the worry and argu- 
ment about foreign control over our 
birthright. Yet, this type of foreign in- 
vestment has played a dynamic role in 
Canada’s economic expansion. 


In a recent front-page editorial, the 
Financial Post said in part: “In a young, 
thinly populated and vast country like 
ours, enormous amounts of. foreign in- 
vestment are essential for our growth 


and development . . . Canadians can be, 


thankful indeed for the tidal wave of 
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foreign investment. It has enormously 
speeded our national development and 
helped raise our standard of living.” I 
could not agree more. I welcome all the 
capital the United States and other 
countries see fit and profitable to invest 
in Canada. It fits in perfectly with my 
basic philosophy of “find it, develop it, 
sell it.” 

When Canada was an infant its rail- 
ways were financed largely by Britain. 
More latterly, in our adolescence, U. S. 
capital has been of great help in the ex- 
pansion of both our primary and 
secondary industries. Our own financial 
resources could never have financed the 
great risk ventures in oil, natural gas, 
iron ore. Foreign investment has helped 
us on our way with a great thrust. Why 
people worry about it is more than I 
can fathom. Probably one worry is the 
heavy current account deficit with the 
United States last year. The trade deficit 
was $661 million, and the deficit on 
invisibles aonther $369 million, a total 
of over $1 billion, up more than 25% in 
a year. But, taking a longer-term view, 
I predict a decline of capital inflow as 
we mature, and a corresponding decline 
in our balance of payments deficit. I 
believe we shall one day be looking for 
foreign outlets for surplus Canadian 
capital. 


U. S. Participation Substantial 


The official estimate of U. S. invest- 
ment in Canada in 1954 is $9.6 billion. 
About 60% is direct investment and the 
rest holdings of portfolio securities. The 
growth in U. S. direct investments in 
Canada has been greatly accelerated in 
recent years, rising by 85% to $534 
billion in 1954, much of this in oil and 
mining. Post-war U. S. investment in 
our oil industry has accounted for a 
third ($1 billion) of the total U. S. 
direct investment in Canada since 1945. 
U. S. investment in our base metal in- 
dustry has risen by nearly a $14 billion. 
Inflow of U. S. capital into the manufac- 
turing industry (apart from petroleum) 
has been $114 billion, concentrated in 
pulp and paper, automobile, electrical 
apparatus, chemical and smelting indus- 
tries. Although a considerable number 
of Canadian-owned and operated com- 
panies have been bought out by U. S. 
interests in recent years, the amount of 
capital so used has been small in re- 
lation to the direct investment in large 
subsidiary companies operating in 
Canada. The number of U. S. controlled 
Concerns rose from 1,985 to 3,361 be- 
tween 1945 and 1954. 


The following tabulation points to the 
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extent of non-resident control of various 
Canadian industries in 1953, the last 
year for which official estimates are 
available. 


Percentage of Canadian Controlled 
Capital Employed in Selected 
Industries, 1953* 


Cana- Non- 

dian Resident 
Pewmorwm. 2 30% 70% 
Other Mining 45 55 
Pulp and Paper __ 45 55 
tees 2... 84 16 
Chemicals 28 72 
Electrical Apparatus 28 72 
Farm Machinery _2. 66 34 
Primary Iron and 

| il eer 96 4 

Beverages _____.... 82 18 
Automobiles — 5 95 
Rubber 54 46 


*Source:—Dominion Bureau of Statistics. 


These figures show concentration of 
foreign capital in glamorous industries, 
as contrasted to more conservative tex- 
tiles, farm machinery and _ beverages. 
Our primary iron and steel industry is 
more wholly owned in Canada than any 
other major industry. 


There are several underlying factors 
to be considered in examining Canada’s 
capital requirements in relation to avail- 
able supply: 


(1) Nature of the domestic capital 
market. 


The savings of Canadians (which are 
at a high level, nearly $114 billion last 
year) are channeled for the most part 
into life insurance, the chartered banks, 
pension funds, trust funds, and port- 
folio securities. Broadly speaking the 
capital market consists of institutions 
and individual investors, and the in- 
stitutions are the more important. In 
relation to national income, Canadian 
participation in life insurance is said 
to be the highest in the world. The 
growth of pension funds has been very 
substantial, so that insurance companies 
and pension funds together, not to men- 
tion trust funds of various types, repre- 
sent a very substantial part of investment 
resources But statutory restrictions, as 
well as natural caution, favor invest- 
ment in fixed income securities, impos- 
ing a serious limitation on Canadian 
ownership in the equity of Canadian in- 
dustry. Even the individual Canadian 
investor, free to invest as he pleases, 
seems reluctant to invest in equities, per- 
haps due to the relatively small per 
capita wealth compared to the United 
States. Not only does the supply of 
capital fall short of requirements but 
Canada is just not prepared to supply 


risk capital even in proportion to her 
financial ability. 


(2) Thin and narrow share markets. 


In the post-war decade there has been 
about $25 billion of new Canadian se- 
curity issues, $19 billion of federal, 
provincial and municipal bonds, $414 
billion of corporate bonds and deben- 
tures and only $1 billion of common 
and Class “A” stock. An important 
factor that has. narrowed an already 
thin share market is the growing num- 
ber of non-resident-owned Canadian in- 
vestment funds, which have been given 
a very substantial federal tax concession. 
Large blocks of Canadian stock have 
disappeared into the portfolios of these 
companies, seriously reducing the float- 
ing supply of many of our best grade 
equities. 

(3) Tax deterrents to Canadian equity 
investment. 


Under Canadian income tax, interest 
payments made by corporations are de- 
ductible from taxable income, while divi- 
dends bear the full corporate tax. Under 
tax rates close to 50%, there is a strong 
inducement for debt financing. The divi- 
dend credit has helped but the substan- 
tial double tax is still a deterrent to 
equity financing. 
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A more important tax anomaly con- 
cerns foreign companies. Our tax con- 
ventions generously provide for a lower 
rate of withholding tax on dividends 
paid by wholly-owned subsidiaries of 
non-resident companies than on divi- 
dends paid by partially-owned Canadian 
subsidiaries. And in most instances the 
withholding tax paid in Canada is 
allowed as a tax credit to the parent 
company under the tax laws of that 
company’s home country. This en- 
courages foreign companies to operate 
in Canada through wholly-owned sub- 
sidiaries, and creates a situation in 
which we are unable to participate di- 


rectly in the equity of many of our 
major companies. For example, we can 
buy shares of only one Canadian auto- 
mobile company. 

Our tax laws place Canadian indi- 
viduals and oil companies at a marked 
competitive disadvantage against U. S. 
individuals and companies. Canadians 
may not deduct from taxable income the 
cost of drilling oil wells regardless of the 
cource of income. Americans can. We 
regard the acquisition costs of unpro- 
ductive oil leases (other than those pur- 
chased from the Crown) as a capital loss 
rather than a deductible expense. And 
our depletion allowance is less liberal 





Last Link of 
Coastline Highway 
Opened... 


On June 29, 1929, California Gov- 
ernor C. C. Young in a colorful 
ceremony formally opened the 
Santa Monica-Oxnard state highway 
along the rugged Pacific shoreline. 
The $5,000,000 project marked one 
of the most important projects in 
transportation development of the 
Southland. At that time this Bank 
had been offering its Trust Service 
for more than a quarter of a century. 


TRUST DEPARTMENT 


ECURITY- FIRST 
NATIONAL BANK 


OF OS AWGELES 


Head Office: Sixth and Spring Sts. 
Telephone MUtual 0211 


than in the United States. In the U. S. 
liberal tax treatment creates a flood of 
“tax money”, the real cost of which to 
the owners may be as little as 10 cents 
on the dollar. Much of this money comes 
into the Canadian oil industry in a 
strong position vis-a-vis tax-paid Can- 
adian capital in paying the cost of 
drilling wells and acquiring acreage. 


Heavy U. S. investment in this country 
is necessary, inevitable, and desirable. 
But taking the long view, much of it is 
temporary. The outlook for new capital 
requirements is very great, the forecast 
for this year being $714 billion, 20% 
over last year. I think there will be a 
short-fall because of lack of funds. In 
the intermediate term, we must continue 
to depend heavily upon foreign capital to 
develop the vast Canadian potential and 
make Canada the great world power 
which is her destiny. Personally, I don’t 
care where the capital comes from, just 
so long as it comes and keeps coming. 


We have made great strides in de- 
veloping our own capital market and 
policy should be consciously and de- 
liberately aimed at promoting a broader 
base. I suggest the following proposals 
as major policy items:—(1) broadening 
legal provisions governing institutional 
and trustee investments to enable greater 
equity participation; (2) elimination of 
the withholding tax differential between 
wholly owned and partially-owned Can- 
adian subsidiaries of foreign parents, as 
well as a policy of “persuading” foreign 
companies to list and issue shares of their 
Canadian subsidiaries; (3) the creation 
of a federal securities Exchange Com- 
mission, along the lines of S.E.C. in the 
United States; and (4) a continuing and 
unrelenting program of educating Can- 
adians in the field of investment policy, 
aimed at the widest possible participa- 
tion in the equity of a country with al- 
most limitless frontiers of opportunity, 
prosperity, and happiness for our people. 


A A A 


Trans-Canada Line Voted 


$80 Million 


The Canadian Parliament passed on 
June seventh the controversial bill to 
lend to Trans-Canada Pipe Lines, Ltd. 
$80 million to start building a 2,300 mile 
gas line across Canada. The company, 
controlled by United States capital, was 
unable to raise funds from Canadian in- 
vestors and sought Government suppott. 
This project has been the cause of the 
most bitter fight in political circles in re- 
cent years and one result may be the 
overthrow of the majority party in com- 
ing elections. 
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INVESTMENT COMPANY NOTES 
By HENRY ANSBACHER LONG 


General Motors Sold 
As Ford Is Bought 


Investment companies were heavy sell- 
ers of General Motors and also large 
subscribers to the initial Ford offering 
during the first quarter of the current 
year. According to the regular portfolio 
survey by this writer now published in 
Barron’s, 26 out of 67 funds purchased 
a total of 226,553 shares of Ford and 
24 companies sold 323,500 shares of 
General Motors. Apparently only four 
of these funds, as shown by the accom- 
panying table prepared especially for 
this column, lightened commitments in 
General Motors to buy Ford. Two pur- 
chases only were made in General Mo- 
tors, a block of 1,645 by Commonwealth 
Investment Co. and one of 400 shares 


by Eaton and Howard Stock Fund. 


Opinion was divided on Chrysler, 
four managements buying and the same 
number selling. One of the purchasers, 
Investors Management Co., Inc., which 
supervises the portfolios of Fundamental 
Investors and Diversified Investment 
Fund, Inc., had been a heavy seller of 
General Motors. 


Funds Show Increased 
Interest in Estate Planning 


Two mutuals — the Keystone Com- 
pany of Boston and the Commonwealth 
Investment Co. — have recently indi- 
cated an increased interest in the estate 
planning problems of their dealers by 
the appointment of specially qualified 
personnel to their organizations. Only 
last Fall, it will be recalled, the institu- 
tion of an Estate Planning Service (for 
dealers) by the Wall Street Investing 
Corporation was announced in these 
columns. 


Keystone has selected Robert Greer 
as Manager of its Estate Planning De- 
partment. An attorney and Master of 
Laws in Taxation, he spent two years as 
tax specialist with the Boston Safe De- 
posit and Trust Co., four years as pen- 
sion attorney with the New England Mu- 
tual Life Insurance Co. and one year in 
the Pension Fund Department of a large 
New York brokerage firm. Common- 
wealth’s George W. Fulk is a graduate 
of the law school of the University of 
Michigan and practiced law in the state 
of Washington. 


Billion Dollar Mark 
Reached by M.LT. 


Net assets exceeding one billion dol- 
lars were reported by Massachusetts In- 
vestors Trust in its Quarterly Report of 
March 3lst. This is the first time any 
individual investment company has at- 
tained the billion dollar mark. Organ- 
ized in 1924, the fund was the pioneer 
of the open-end investment companies. 
With over 137,000 investors, M.I.T. is 
one of the twenty largest American com- 
panies, including industrial corpora- 
tions, in number of stockholders. 


Atomic Stock Prices 
and Yields 


The prices of atomic stocks are at fair- 
ly high, but not unreasonably high, price- 
earnings ratios with fairly low, but not 
unreasonably so, dividend yields, ac- 
cording to Newton I. Steers, Jr., presi- 
dent of Atomic Development Mutual 
Fund, Inc. As of May 3rd prices, the 
average P/E ratio was 18.4 and the 
yield 2.9% but, to appraise these figures 
properly, one must consider that the in- 
dustry is moving ahead rapidly and 
gives every indication of just embarking 
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upon a period of extremely active ex- 
pansion. 


Erratum on Fund Name 


The name of the former deVegh In- 
come Fund has been changed to the 
deVegh Investing Fund, not the deVegh 
Diversified Fund as reported in the May 
issue. The latter designation was an ear- 
lier tentative suggestion proposed in the 
year-end report of the fund. 





FORD AND GENERAL MOTORS 
PURCHASES AND SALES 
Ist Quarter 1956 Balanced Funds: 


Ford G.M. 
Bought Sold 


Axe-Houghton Fund “A” __ 1,500 
Axe-Houghton Fund “B” _. 3,000 
Boston Fund _. 14,800 
Diversified Investment Fund 
Dreyius Fund - 

Eaton and Howard Balanced 11,000 
Investors Mutual : _ 19,000 
Johnston Mutual Fund 1,000 100 
National Securities—Income.. 5,000 
Nation-Wide Securities 1,000 150 
George Putnam Fund* 15,000 20,000 
Scudder, Stevens and Clark — 10,300 

Stein Roe and Farnham 
Wellington Fund 
Whitehall Fund 


Wisconsin Fund, Inc. 


12,000 
54007 


4,8007 

35,050 
3,9007 
3007 


Stock Funds: 


Aberdeen Fund - ae 150 
Axe-Houghton Stock Fund — 500 
Bowling Green Fund —_. 100 
Blue Ridge Mutual Fund*_ 4,000 
Broad Street Investing 
Bullock Fund 
Delaware Fund - ear 
Dividend Shares* a, See 
Eaton and Howard Stock -. 
Fidelity Fund __ 
Fundamental Investors 
Group Securities— 

Common Stock 
Incorporated Investors _. 
Investment Co. of America — 
Knickerbocker Fund 
Mutual Investment Fund __. 
National Securities—Stock _. 
Scudder, Stevens & Clark 

Common Stock es 
Selected American Shares -. 
State Street Investment 


5,000 
60,0007 
1,000 
4,000 
5,000 


4,0007 
66,000 


Closed-End Funds: 


Adams Express _.. 
American European 
Securities yt 
American International 
General Public Service 
Lehman Corporation 
National Shares Corporation 
Tri-Continental Corp. — 
U.S. and Foreign Securities 


oer 1,000 
6,0007 


1,500 
78,0007 
10,000 


226,553 323,500 


+Elimination. 
*Sold G.M.; Bought Ford 
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ex . 
CANADIAN INVESTMENT COMPANIES Southern Atomic Conference 
(as of Dec 31, 1955 except where otherwise indicated) Sponsored by Bank 

Pens Nuclear energy and its applications 
: ere oe sicaia ilies ($1000) holders hold tremendous importance for the 
* Can. South’s continuing industrial develop- 
the Mutuals Distributed Primarily in Canada: ment, it was brought out in a recent two 
egh Canadian Investment Fund, Ltd._..507 Place d’Armes, Montreal... 86,763™ = — 18,300 day conlisheunt jointly sponsored by the 

La Panatund Co... Litd.**) 132 St. James St. W, Montreal. . 20,765 na ae Oe J ys it : 

y ‘ : : First National Bank of Atlanta in that 
par- Commonwealth International, Ltd. _201 Notre Dame St. W, Montreal... 12,7044 4,800 itv. The 400 f wee . 
the Balanced Mutual of Canada, Ltd._.201 Notre Dame St. W, Montreal. 1704 170 cny- ce con waar ex — various 

Leverage Fund’ of Canada, Ltd._201 Notre Dame St. W, Montreal. 3,8072 ‘1,900 aspects of the atomic field discussed by 
Corporate Investors, Ltd... 1106 C.P.R. Bldg., Toronto... 8,462 2,600 leaders. Among their conclusions was 
o Diversified Income Series “A”. 675 W. Hastings St., Vancouver_ 1,306™ 500 that Southern industrial growth, esti- 
Dominion Equity Investments, Ltd..360 St. James St. W, Montreal 7,953Y na mated to increase from its present 25% 
Grouped Income Shares, Ltd. 544 Howe St., Vancouver... 2,233m 420 of the nation’s manufacturing facilities 
Investors Mutual of Can., Ltd. Donald St. & Ellice Ave., Winnipeg 105,134 25,500 to around 30% by 1965. would require 
Mutual Accumulating Fund__....544 Howe St., Vancouver __. 127g 4,000 an enormously expanded power source. 
Timed Investment Fund, Ltd. 66 King St. W, Toronto. 1,695 170 Mood for technically eneiheuil personnel 
M. TOTALS __ aa =). abe 963.296 58.360 will also place emphasis upon specialized 
ld educational courses. Governor Collins of 
Mutuals Distributed in the United States: Florida urged all-out efforts to lead in 
($1000) development of this new science to pre- 
Canada General Fund (1954) Ltd...50 King St., W, Toronto _...... 69,626¥  28,100™ serve to the territory the many ad- 
000 Canadian Investment Fund. Inc._..1 Wall St., New York aa 38,787Y  16,400™ vantages which it can bring to the entire 
4007 Investors Group Canadian Fund, economy. 
1h eee te eats _.Donald St. & Ellice Ave., Winnipeg. 71,797y 34,0002 A s& & 
100 Keystone Fund of Canaile, Ltd. 200 St. James St. W, Montreal... 9,845a 3,650 @ 980 Georgia University graduates re- 
New York Capital Fund of Can., e ceived 1 share Merrit-Chapman common 
150 LY a : __Excelsior Life Bldg., Toronto... 28,486™ 2.700 stock from Louis E. Wolfson, president 
),000 Scudder Fund of Caande. Ltd... _36 Toronto St., Toronto... 55,025y¥ 4,600 of the corporation, as “a odin of my 
— Templeton Growth Fund of Can., if . conviction that the American democratic 
4,800) Ltd. = Sees - er St., E, Toronto___. a La system is the world’s chief hope for peace 
sahil United Funds Conde. Ltd. 25 Adelaide St. W, Toronto... a 5,900 and coal to = hp 
anne - revailing quotations — abou ; 
3001 | TE ee ee ll . sie 
Closed-end General Management Companies 
150 ($1000) 
Can. 
{Canadian Gen’l. Investments, Ltd._50 King St. W, Montreal —___ .- 41,830m A nceillary Services 
5,000 |Third Can. Gen’l. Invest. Tr., Ltd..50 King St. W, Montreal —_____ 9,087 
10,0007 Canadian Intern’t’] Inv. Tr. Ltd.__.231 St. James St. W, Montreal ,... 6,732f 
Canadian Power & Paper * 
4,000 ae | ee 355 St. James St. W, Montreal __ _ 77,4575 ‘ 
5,000 Debenture & Securities Corp. of 
waa Can, - 50 King St. W, Montreal 3,169 Personal and Probate 
yoo, Cons. Diversified Standard ° ° . 
anaes Securities, Ltd 414 St. James St. W, Montreal __ 1,500 Fiduciary Services 
Dominion & Anglo Investment 
Corp., Ltd on 14 Finkle St., Woodstock, Ont. ___. 11,128? & 
16,0007 {Dominion-Scottish Invest., Ltd. 36 Toronto St., Toronto — 7,340 
500 |Economic Investment Trust, Ltd....36 Toronto St., Toronto —._____ 8,680 
Great Britain & Canada Invest. Investment A 
ency 
BOT oe OER BR. Ww, BeOnbienl 13,428 & 
\Hydro-Electric Securities Corp.....3970 Cote des Neiges Rd., Montreal. 29,404 and 
9.100 fg| [international Holdings, Ltd. “ = St. aoecnerres Pes Custodian Accounts 
11,000 Investment Bond and Share Corp...360 St. James St. W, Montreal —.. 8,000 
London Canadian Invest. Corp... 360 St. James St. W, Montreal —___. 9,910 * 
United Corporations, Ltd..___..360 St. James St. W, Montreal —. 29,015 
Investment Foundation, Ltd... 437 St. James St. W,:Montreal __.. 6.186m 
Pacific Atlantic Canadian Inv. 
1,000 Co. Ltd. 231 St. James St. W, Montreal ... 1,302v HARVARD 
«c.000+ fg Lezonte & London Invest. Co., Ltd.320 Bay St., Toronto 6,935 TRUST 
ss AOTAL Cer eee ee Se eR eee eee (229,650) = 
1,500 fee o> IA \ W 
78,0007 Inter-Canadian Corporation — ed S. LaSalle St., Chicago, Ill. _.... 2,139 COMPAN 
10,000 a CAMBRIDGE 38, MASS. 
—_ a a April 30, — b April 5,.1956 — lable — f:Feb 29, 1956 — —_ 
323,500 n March 28 1086 —y¥ May 31 1956 ne Faly 81, 1986>- p April 30, 1985 i © Mov. 30. 1958 ay 1956 Offices in Cambridge, m0 
"86, 615,000 represents anmvestment in Hydro-Electric Securities, Ltd. brs Arlington; Belmont and Concord: ‘Wass: 
*Holders chiefly in Europe. ot 
— rere eae N SI es 
'STATES [June 1956°=: 547° 
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Indices are based on fund operation during the period covered and are > ee 

c Aces 
not a representation of future results. They should be considered in the po tntng 4 ‘ieee 
light of the individual companies’ investment policies and objectives 31, 1955 appear | 


based on May i 
and the characteristics and qualities of the investments of these companies. These will soon } 
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Reference should be made to the introduc- I 6t / 7 16 
tory article in July 1949 issue, outlining pur- 12/30/39. to 5 , 
poses of publication and considerations in 12/31/35 5/31/56 3/3 
selecting stock and cost-of-living averages, 


Principal 
periods and in interpretation of data. Principal ’ 


Low High Princi na 








BALANCED FUNDS 
American Business Shares 
Axe-Houghton Fund “A” 





65.0 177.1 173) 
71.4 $275.8 +2661 
Axe-Houghton Fund “B” ee7 $313.1 3044 
Boston Fund 60.2 245.4 2353 
Commonwealth Investment 785 300.7 2914 
Dreyfus Fund**** (c) _. — $292.8 272) 
Eaton & Howard Balanced 73.6 %267.8 258) 
Fully Administered Fund (Group Securities) — 69.4 $192.0 185) 
General Investors Trust 65.2 187.3 182) 
Investors Mutual 78.5 214.2 2083 
Johnston Mutual Fund — $276.0 264! 
Nation-Wide Securities** —....____ Z 59.6 $185.7 175) 
George Putnam Fund 69.2 $215.2 +206! 
Scudder Stevens & Clark 80.9 $212.0 205.4 
Wellington Fund 75.0 %$226.2 220. 
Whitehall Fund — {2736 266! 
Wisconsin Fund, Inc.* ** 65.1 Sii2 300: 


AVERAGE: BALANCED FUNDS ___._-_-__ 70.8 240.9 2324 


STOCK FUNDS 
Affiliated Fund*** 50.2 252.5 
Broad Street Investing Corp. 60.1 $322.5 
Bullock Fund 61.0 %$319.2 
Delaware Fund 76.1 $220.6 
Diversified Investment Fund, Inc.*** (c) —__ = 225.6 
Dividend Shares 62.1 $264.9 
Eaton & Howard Stock 62.7 $382.4 
Fidelity Fund — $379.9 
Fundamental Investors 64.8 $420.0 
Incorporated Investors 63.9 427.4 
Institutional Foundation Fund _...._>>ESE_ — 254.0 
Investment Co. of America 50.8 %3824.7 
Knickerbocker Fund 69.0 146.1 
Loomis-Sayles Mutual Fund (c) 742 243.2 
Massachusetts Investors Trust 50.7 %845.5 
Mass. Investors Growth Stk. Fund _....._-_-_SS 57.4 $364.2 


> Mutual Investment Fund (c) 56.1 216.9 
New Haven S National Investors 60.7 $398.6 


e 66.0 $147.7 
F rst and Largest New England Fund (c) 61.4 202.6 
Selected American Shares 60.9 971.5 


Trust Company Sovereign Investors 62.5 206.5 


State Street Investment Corp. 60.7 312.0 
Wall Street Investing Corp. (a) — $850.8 
AVERAGE: STOCK FUNDS 63.2 303.5 


90 STOCK INDEX (Standard & Poor’s) 59.3 388.1 
CONSUMER PRICE INDEX (B.L.S.) —__ n99.7 n193.6 









































Prospectuses and other information on 
these mutual funds available from local 
investment firms — or circle preference 
above and mail ad with your name and 
address to: TE-2 


HUGH W. LONG ano CO., inc. 


ELIZABETH 3, NEW JERSEY 
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e Complete Trust Services 











e Trust funds currently in 
excess of $130,000,000.00 








Base index number of 100 is the offering price ° 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents’ 
i dates indicated are added all capital distributions to such data and the re- the annual period “iter 
sultant sum is divided by the 1939 base offering price. month-end offering i 








, . — CAPITAL GAIN Uae 
COL. 19 represents the current month-end bid (col. 16 less all capital distri- distribution, if any 7° 

. butions) divided by the 1939 b fferi ice. es 3 rey 
The Union & New Haven catgatnasnconinabiis sadibaaecita ana 


annual period. 
INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES OR 


panies out of income earned from dividends and interest on their portfolio on the date they 
Tr us 4 Company securitiestj(excluding all capital distributions). or balanced funds 











Main Office: Church & Elm Streets n—new revised series adjusted to Dec. 1939 base. t—Adjustment for capital gains tax will be made 
New Haven, Conn. r—plus rights. revised index. 
(c)—regrouping awaits new detailed classifications. +Ex-dividend current month. 
MEMBERS: FEDERAL RESERVE SYSTEM New England a flexible fund with current tHigh reached current mon’ 
FEDERAL DEPOSIT INSURANCE CORPORATION anced 


th. 
bal: icy. @Principal index begins after 1939 base date. 
(a)—Does not reflect new acquisition cost. 
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of (UAL FUNDS 


ibility aed in so far as compliance with the Statement 
ae pod employment in whole or in part of the 
issuefs, iters or dealers. Principal indices for May 
appear am June 1955 issue and current income returns 
May {apo offering ‘prices are available on request. 


























11 soon Wed to a revised short form index. 
lot B17 18 19 20 
5/31/sime 12mo. Div. %| prin. Less | 5-Yr- Avg. 
; et Cum. Cap. | Net Invest. 
vest. Cap. | Distr. (Bid)| Income % 
Principll:, Distri. 5/31/56 
173,993.27 5.08 111.4 3.46 
+266, 92.68 5.07 7194.8 2.76 
3044 982.77 4.49 236.8 3.51 
2353 mo.65 3.15 189.9 3.10 
2914 982.97 2.87 240.8 3.53 
272) 981.95 7.78 227.2 3.04 e 
2589 982.82 2.17 227.3 3.36 
1852983.38 10.34 139.2 3.27 
182) 83.80 3.67 141.4 3.97 
2.08318 3.36 1.58 174.6 3.82 e 
264.) 3.12 3.92 236.0 3.60 e@ 
175.48 3.17 3.22 141.7 3.73 
+ 206.48 2.88 3.81 ¥169.2 3.41 
205.48 2.85 4.08 170.8 3.15 
220.48 3.00 3.00 171.2 3.38 
266.98 3.25 5.25 222.1 3.67 e@ 
300.98 3.18 7.25 207.8 3.31 
232.48 2.96 4.34 177.6 3.42 
247.8 3.51 4.73 154.1 3.98 
310.98 349 3.10 255.3 4.26 
+3008 266 3.32 $244.2 3.80 
214.8 301 5.13 121.7 3.48 
214.18 401 4.35 183.5 4.66 e 
249.48 283 2.90 202.9 3.75 
365.4 232 3.31 313.0 3.15 
359.48 344 2.35 311.7 4.23 e 
392.98 291 3.49 331.5 3.80 
401.988 245 5.55 327.7 3.35 
$244,483.34 3.88 7184.2 3.36 e@ 
310.088 251 5.59 219.4 3.21 
143.088 3.76 6.82 85.5 2.57 
238.7 2.74 5.58 157.9 2.90 
324.308 3.34 2.36 299.6 4.06 
$346.38 1.90 5.42 $282.9 2.48 
+2104 281 3.27 7166.7 2.74 
381.59 2.26 5.36 296.9 2.95 
$140.98 457 3.00 7115.7 5.26 e@ 
199.108 3.55 7.18 146.6 3.78 
256.208 3.02 5.94 190.2 3.73 
196.0% 3.20 2.25 165.1 4.49 
288.4r.41 7.96 183.5 2.72 
337.1 2.76 1.97 316.4 3.49 e@ 
289.1 2.89 4,42 224.3 3.44 
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EATON & HOWARD BALANCED FUND 


A mutual investment fund with diversified holdings of investment 
quality bonds, preferred and common stocks selected for reason- 
able current income and for possible growth of principal and income. 


@ 


Managed by 
EATON & HOWARD 
INCORPORATED 
24 Federal Street BOSTON Russ Building 
BOSTON ESTABLISHED 1924 SAN FRANCISCO 


Prospectus from your Investment Dealer or the above. 
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AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 





AFFILIATED 
FUND 


A Common Stock Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 


CHICAGO ATLANTA LOS ANGELES 





















A 
MUTUAL 
INVESTMENT 

FUND 






For a free prospectus CALVIN BULLOCK 
mail the coupon below Established 1894 
to your local invest- 


neene dealer ex One Wall Street, New York 


GENTLEMEN: 

At no obligation 
please send me _  aadress 
a prospectus on 


Canadian Fund. City 
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CANADA'S TRUST BUSINESS ADVANCES 


Annual Company Reports Show Broad Gains 


To YEAR 1955 WAS ONE OF REAL 
advance for the trust business in 
the Dominion of Canada. Annual reports 
cite not only increases in assets under 
administration, but in many cases a 
record performance. Progress appears to 
have been made on a broad front affect- 
ing all departments and including ex- 
ecutorships, trusts, agencies, wills on 
file, and the administration of pension 
and profit sharing funds. 


Several reports made reference to the 
need for revision of the Dominion death 
duty tax, and a general caution prevailed 
in planning for 1956 despite the fact 
that expectations for the first quarter 
of the year were good. At least two re- 
ports—those of Canada Permanent Trust 
Co. and Nova Scotia Trust Co.—in- 
cluded, besides the usual statistics of 
estates, trusts and agencies, samples 
from letters of appreciation written by 
customers. 


Following are selected excerpts from 
the remarks of trust company presidents, 
abbreviated from the annual reports of 
their companies. Asset figures for other 
companies not represented here are 
shown in the table at page 514. 


Canada Permanent Trust Co., 
Toronto, Ont. 


New records were established for our 
annual profits, our volume of business 
and generally in all departments of our 
organization ... Any individual is prone 
to error, but when you bring together a 
group of young men and women, incul- 
cate in them the ideals of your institu- 
tion, train them in the details of busi- 
ness, and back them with adequate finan- 
cial resources, the margin of error is 
reduced to the vanishing point 
Thirty years ago the volume of business 
handled by trust companies doing busi- 
ness in Ontario was $871,451,000. In the 
intervening period it has multiplied 
nearly five times. Our business through- 





Estates and Trusts Assets under Administration 





Canada Permanent Trust Go. 


- lion dollars .. 


out Canada has multiplied twelve times 
in the same interval. There is no sign 
of let-up in this trend, and the time may 
well come when the administration of an 
estate by some one other than a trust 
company, no matter how small or large 
the estate, will be the exception, and cor- 
porate trusteeship will be the rule... 
In 1955 we had many more new wills 
lodged with us than ever before... In 
most wills and trust instruments which 
have been drawn with our help, there 
has been power to invest in preferred and 
common stocks These * additional 
powers have proved of very great benefit 
during the postwar period ... The in- 
crease in price of stocks has more than 
offset the drop in the purchasing power 
of the dollar. In addition, the 20% in- 
come tax relief allowed with respect to 
dividends received from Canadian cor- 
porations has helped the beneficiaries . . . 
1956 is a year in which we should put 
our emphasis on saving rather than 
spending, and should adjust our invest- 
ment policy in keeping with the monetary 
steps being taken to stabilize our econ- 
omy. For a long period the return on 
fixed interest obligations has been low 
to the detriment particularly of annui- 
tants, widows and other dependents, and 
the recent rise generated by a shift in 
our monetary policy makes it easier to 
combine safety and a reasonable return 
when investing funds ... Both our Gen- 
eral (or Common) Trust funds are 
working very satisfactorily (now over 
$4,000,000) . A competition during 
1955 designed to reward those branches 
showing exceptional results brought. vic- 
tory for Alberta branch; our Halifax 
office was second and Brant County 
third. 


Central Trust Co. of Canada, 
Moncton, N. B. 


... New high levels have been achieved 
for the year in earnings, deposits and 
assets under administration ...a large 
volume of new business, and all depart- 
ments show new high levels. 


Chartered Trust Co., Toronto, Ont. 


Earnings and-assets at their highest. 
Canada’s economy had its top year in 
1955, when production rose to a figure 
of more than 25 billion dollars ... Last 
year our Company had its most active 
year, with a decided growth in every de- 
partment:... for the first time the net 
profits before taxes exceeded half a mil- 
. Signs of inflationary 
pressure have appeared ... The recent 
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Crown Trust Co. 





action of the Bank of Canada in in- 
creasing the bank discount rate immedi- 
ately lowered the market for high grade 
bonds . . . We felt it prudent to add 
$100,000 to our Investment Reserve from 
our high earnings of last year ... We 
don’t believe 1956 should or will be a 
boom year but rather a period of intelli- 
gent consolidation — on the whole prom- 
ising to be a very satisfactory year. 


Crown Trust Co., Toronto, Ont. 


. Best year in the history of the 
Company ... The Pension Plan was re- 
vised to provide more adequately for 
future security of our employees. 


Eastern Trust Co., Halifax, N. S. 


... In addition to the annual appropri- 
ation of $8,385 to the present Staff Pen- 
sion Fund it was deemed advisable to set 
up another $110,000 to take care of 
former employees (or widows) who re- 
tired before the present fund was actu- 
arially sufficient . . . Assets under ad- 
ministration are the highest in the Com- 
pany’s history ... The Bank of Canada, 
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Capital & Guaranteed Estates, Trusts 
Reserves Investments Agencies 


1,107,264 2494, 723 44,427,255 


1273518 5.907 244 48,377 0 


1,500,$10 10,483,010 71,598,708 
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Eastern:.Trust: Co. 


TRUSTS AND: ESTATES. 
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after reducing its rediscount rate from 
2% to.1%% in February, increased the 
rate to 2% in August and later in the 
year to 2%% and then to 2%% in 
November. These measures should check 
the inflationary trend and hold prices of 
goods, commodities and wages in better 
balance . . . In general the year past 
was the most prosperous one in Canada’s 
history . . . We look forward with con- 
fidence. 














Guaranty Trust Co. of Canada, 
Toronto, Ont. 






... A record year... Estate planning 
in cooperation with the client’s lawyers, 
notaries and life insurance counsellors 
has become a most important and useful 
service rendered by our trust department 
,.. Our Investment Advisory Service has 
gained popularity ... The consensus of 
recognized leaders in Canadian financial 













Where our income dollar came from 
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Guaranty Trust Co. of Canada 


and governmental circles is that 1956 
will surpass 1955 both in volume and in 
profits . . . Professional economists are 
predicting a slowdown during the year, 
although they disagree widely as to when 
this may occur .. . Not only is it a time 
to exercise caution, but our paramount 
obligation is to be sure our moves and 
decisions are conducive to growth and 
development over the long term. 









Montreal Trust Co., Montreal, Que. 


During the past decade the number of 
our shareholders increased by 83%. The 
holdings of the ten largest shareholders 
aggregate less than 18% of outstanding 
shares and not one of these is a cor- 
poration or an institution ... The value 
of the assets of estates, trusts and agen- 
cies entrusted to our care as new busi- 
hess exceeded $100,000,000 . . . Recently 
We established the first pooled pension 
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trust fund in Canada which we have 
designated the “Multiple Trust Fund.” 
Through this medium, small pension 
funds have the option of pooling their 
investments and, in this way, are able 
to obtain the diversification, security, and 
higher yield normally available only to 
the large funds ... Estate planning con- 
tinues to receive our constant attention 
because in this field we can be of con- 
structive service to our clients. We main- 
tain, however, that wills should be drawn 
by lawyers or notaries, with whom we 
are always pleased to cooperate 
Some misgivings are being expressed re- 
garding the outlook for the last half of 
1956 . .. This could have an adverse 
effect on our operations, but the volume 
of unfinished business carried forward 
into this year was the highest in our 
history and there is every indication that 
1956 will be a satisfactory year . 

In December last we acquired control 
of The Brockville Trust & Savings Com- 
pany ... At the year end we had pur- 
chased or held options on 99.5% of the 
issued shares ... This is an old estab- 
lished Company and its acquisition will 
enable us to extend our operations into 
a rapidly expanding area which should 
derive important benefits from the de- 
velopment of the St. Lawrence Seaway. 


National Trust Co., Toronto, Ont. 


New assets as executor, trustee and 
agent amounted to over $40,000,000 with 
a net increase of over $30,000,000. The 
past year the Company was called upon 
to administer more estates, trusts and 
agencies than in any other year, and the 
number of wills which appoint the Com- 
pany executor reached a new high... 
Pension and profit-sharing plans have 
become increasingly important ... The 
investment responsibility which the Trust 
Company is called upon to assume today 
is much greater than ever before... 
In the past ten years, the percentage of 
(will and trust) documents restricting 
us to trustee investments has dropped 
from 76% to 41% while those which 
partially widen these powers have risen 
from 8% to 18%, and those which give 
the widest possible investment powers 
have risen from 16% to 41% ... Some 
measure of relief can be afforded (for 
those who depend on the income from 
small and moderate estates) in the future 
if the succession duty exemptions allowed 
on such estates are increased substan- 
tially and brought into line with the 
change that has taken place in economic 
conditions. At the present time succession 
duties take far too big a slice out of 
small estates, and it would not seem 
unreasonable to suggest an exemption 
of $75,000 in place of the present $50,000 
on all estates which are left to widows 
and children or others in what is gener- 
ally referred to as the “preferred class” 
of beneficiaries. Succession duty on es- 
tates up to $75,000 provides less than 





one tenth of one per cent of the Cana- 
dian Government’s total: revenue from 
all sources. While succession duty pro- 
vides a_ relatively more important 
source of revenue for Ontario, estates 
up to $75,000 yield only a very small 
part of the total Provincial revenue. 


Royal Trust Co., Montreal, Que. 


The directors, having in mind the 
year’s satisfactory results, authorized a 
special payment (from profit and loss 
account) of $100,000 to the Pension Fund 
Society of the Royal Trust Co. 
Assets under administration, gross in- 
come and net profits all reached record 
levels, reflecting continued growth in 
every branch of our activities ... Despite 
the vast expansion of the Trust Company 
business in recent years we are convinced 
that the years to come will provide even 
greater opportunities ... but we must 
expect new operating records to be estab- 
lished every year, and we must never 
allow size alone to dominate our think- 
ing. Such success as our Company has 
already achieved results, in our view, 
largely from the long-established policy 
of giving the highest possible quality of 
personalized service to large and small 
accounts alike... 


Sherbrooke Trust Co., Sherbrooke, Que. 


During the past year a Pension Fund 
was inaugurated for the members of the 
staff. The cost of past service has been 
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assumed by the Company with annual 
charge to be shared by the Company and 
those participating in the plan. 


Societe d’Administration et de Fiducie, 

Montreal, Que. 

The directors have established a pen- 
sion fund for the employees to which 
the Society has contributed $33,661 ... 
The volume of Estates, trusts and agen- 
cies, which amounted to $133.4 million 
in 1950, is now over $187 million. 


Waterloo Trust & Savings Co., 

Kitchener, Ont. 

Trusts and Estates increased by more 
than $1,300,000 after the distribution to 
heirs of substantial amounts during the 
year. 


Maritime Trust Co., Saint John, N. B. 


Considerable progress has been made 
in all departments. 


The Sterling Trusts Corp., Toronto, Ont. 


The most successful year in the opera- 
tion of the Corporation . . . It is doubtful 
that the present year will improve on 
the over-all prosperity of the year under 
review. During that period we witnessed 
an unusual volume of consumer spending 
and an unprecedented capital expansion. 
The consumer purchasing was oc- 
casioned in the first place by the regular 
buying of those who, through thrift and 
self denial accumulated the funds to ac- 
quire the commodities of their choice, 
and, secondly, by those who, lured by 
widespread advertising and aggressive 
salesmanship have entered into purchase 
agreements with instalment payments. It 
is this latter group that constitute the 
vulnerable spot in our economy .. . 
While the situation is not quite so alarm- 
ing in the purchase of real estate, it has 




















Photo by Malak Studio, Ottawa 


Cargo ships awaiting their turn to pass through the locks above Cornwall. When finished 

late in 1958, the St. Lawrence Seaway and Power Project — largest engineering feat ever 

accomplished in North America — will provide a deep channel through 2,200 miles from 

the head of the Great Lakes to the Atlantic. It will supply southern Ontario and northern 
New York with hydro-electric power amounting to 2,200 million horsepower. 





developed certain weaknesses (small ini- 
tial payments, extended mortgages and 
the difficulty of resale) ... The future 
of Canada is definitely assured . . . Min- 
ing is rapidly expanding in nearly every 
Province ... It is gratifying that a 
larger part of our industrial expansion 
is being obtained through domestic fi- 
nancing directed by Canadian trained ex- 
ecutives and technicians. 


Toronto General Trusts Corp., 
Toronto, Ont. 


New peaks both in earnings and in new 
business received . .. The net increase 
of $23,668,869 in estate, trust and agency 
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Ancillary Administration Service 


When the need arises for ancillary administration in 
Canada we invite you to draw upon our more than 

fifty years experience in all phases of estate adminis- 
tration. The facilities of our eighteen offices from 


Montreal to Victoria are available for your convenience. 


THE CANADA TRUST COMPANY 


LONDON, ONTARIO 
MONTREAL - TORONTO - HAMILTON - GUELPH - ST. CATHARINES - ST. THOMAS - CHATHAM 
WINDSOR - WINNIPEG - REGINA - CALGARY - EDMONTON - VANCOUVER - VICTORIA 
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assets brings the total to $3883,529,810 
... The growth during recent years in 
the volume of such assets has undoubted. 
ly been accelerated by the continued ex- 
pansion in the Canadian economy and 
the increasing awareness in the minds 
of the public of the benefits of trust 
company administration. With the com- 
plexity of investment and taxation prob- 
lems, individuals are increasingly using 
the services of the Corporation for the 
supervision and protection of their as- 
sets. 


Trust companies as investors have 
taken a place in the Canadian economy 
along with the banks, life insurance com. 
panies, and other leading investors in 
the country. In our own case, we have 
had over $150 million of new estate, 
trust and agency assets entrusted to us 
for administration in the past three 
years alone. With the broad discretionary 
investment powers now generally given 
to them, a substantial reservoir of funds 
is made available through the trust com- 
panies for diversified investment, much 
greater in volume than was the case a 
few years ago. 


There is one aspect of our business 
world I rarely see mentioned. I refer to 
the high standard of service given by the 
investment dealers and stock brokers of 
our country. Little does the public realize 
how indispensable is their integrity and 
efficiency in the smooth functioning of 
all our financial institutions great and 
small . . . So too are we apt to take for 
granted the high ethics of the legal pro- 
fession . . . From my long association 
with the accounting profession in Canada, 
I pay to them the same tribute with cer- 
tainty and sincerity. 


TRUSTS AND EstTATES 
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Trust Council Activities 
* East Bay, Oakland, Cal.—The council 


initiated a conference in estate planning 
which was attended by 300 people. It 
was sponsored by all the banks, various 
brokerage houses, life underwriters’ 
groups and the Chambers of Commerce 
in the area. A questionnaire left at the 
door by those in attendance showed that 
over 200 people enjoyed the program 
so much they would attend another. 
The council intends to put on more of 
these estate planning days. This time 
a panel of six professionals discussed: 
(a) the common methods of operating a 
business with the advantages and dis- 
advantages of each; (b) the relation 
between stocks, bonds, mortgages, real 
estate, life insurance and other invest- 
ments in building an estate; and (c) 
wills and the distribution of estates. 


Connecticut — The following officers 
were elected at the May 22 meeting held 
in New Britain: Pres——Richard B. Red- 
field, vice president and trust officer, 
Hartford National Bank & Trust Co.; 
Vice Pres. — Herbert P. Karlsruher, 
CLU, Phoenix Mutual Life Insurance 
Co., Hamden; Treas. — Frank S. Brain- 
ard, LU, Mutual Benefit Life Insurance 
Co., New Haven; Sec’y — Walter H. 
Clapp, trust officer, Union & New Haven 
Trust Co. 

Donald Grant, partner of Fahnestock 
& Co., was the guest speaker. 


Washington, D. C.—There were no 
speakers at the May 1 recreation and 
dinner meeting, but a business session 
elected the following officers: Pres. — 
Chester R. Jones, CLU, Massachusetts 
Mutual Life Insurance Co.; Vice Pres.— 
Willard G. McGraw, trust officer, Union 
Trust Co.; Treas——Samuel J. Sugar, 
CLU, Penn Mutual Life Insurance Co.; 
Sec’y.—Edwin B. Shaw, vice president 
and trust officers, Riggs National Bank. 


East Coast, Fla. — A panel discus- 
sion on “Reasons for Planning an Estate 
from Viewpoints of Estate Planning 
Team” was held at the May 3 meeting. 
The panel consisted of Olin C. Peeler, 
Vice president and trust officer, Bank of 
Palm Beach & Trust Co., moderator; A. 
B. Rittenour, vice president and trust 
officer, Atlantic National Bank of West 
Palm Beach; and Earl C. Williams, trust 
officer, First National Bank, in Palm 
Beach. 


Chicago—The Public Relations Com- 
mittee of the Corporate Fiduciaries As- 
sociation presented at the May 9 meet- 


ing a skit on estate planning and life 


insurance and trust sales technique. The 
skit was entitled “A Heavenly Preview.” 
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Indianapolis—A lecture on “Estate 
Planning Problems of the Life Under- 
writer” was presented on May 17 by a 
panel of three attorneys: William A. 
Wick, Ted B. Lewis and C. Severin 


Buschmann, Jr. 


Des Moines—The May 7 meeting fea- 
tured a general discussion involving: 
deferred compensation, apportionment 
of depreciation in complex trusts, split 
dollar life insurance, proper fees for 
fiduciaries in various situations, capital 
gains in short-term trusts, and other 
topics. 

St. Louis—John St. John, Philadel- 
phia actuary, addressed the May 15 
meeting on “Pension Plans: Fully-trus- 
teed or Insured.” 


Eastern New York—The following 
officers were elected at the May 15 
meeting: Pres.— Richard P. White, 
Albany attorney; Vice Pres. — Everett 
W. Wyatt, trust officer, National Com- 
mercial Bank & Trust Co., Albany; 
Treas.—John H. Clyne, CLA, Phoenix 
Mutual Life Insurance Co., Albany; 
Sec’y.—Ralph G. Semerad, Troy attor- 
ney. 

Rochester—At the May 3 meeting 
Denis B. Maduro spoke on “Current 
Techniques in Estate Planning—from a 
Common Sense Approach.” 


Cincinnati—A joint meeting in May 
with the Council of Profit-Sharing In- 
dustries of Chicago produced a record 
breaking audience for an address by 
Lucas S. Miel, former chairman of the 
Chicago Council of Profit-Sharing In- 
dustries, and president of Commercial 
Steel Treating Corp., Detroit. Mr. Miel 


discussed “Profit-Sharing Will Win the 
Battle.” 


Philadelphia—Richard L. Levy,. Esq. 
discussed at the May 3 meefing “New 
Horizons in Estate Planning in Penn- 
sylvania.” The following officers were 
elected: Pres——James S. Maier, assist- 
ant trust officer, Provident Trust Co.; 
Vice Pres.—Frank J. Campbell, Jr., 
Connectucut General Life Insurance 
Co.; Treas.— Timothy L. Lingg, trust 
officer, Philadelphia National Bank; 
Sec’y.—John H. Marvin, Occidental Life 


Insurance Co. 


El Paso—Josh Kahn, CPA, addressed 
the May 15 meeting on the “Close Cor- 
poration in Estate Planning.” 


Fort Worth—John W. Riehm, pro- 
fessor of law, Southern Methodist Uni- 
versity, addressed the May 1 meeting 
on “Tax Planning for Partnerships and 


Corporations under the 1954 Revenue 
Code.” 


Seattle—In cooperation with the Uni- 
versity of Washington Law School and 
the Seattle Bar Association, the Council 
again sponsored an estate planning con- 
test for third year law students at the 
University who are taking the seminar 
course in estate planning. Thirty stu- 
dents submitted solutions to a prepared 
estate planning problem. These were 
judged by a representative of the Bar 
Association and a trust officer, the win- 
ners receiving $250 for first prize, $150 
for second, and $75 for third. All three 
were given placques recognizing their 
achievement. 

Following are the newly elected offi- 
cers of the Council: Pres.—Charles F. 











(Jackson State Times—Newman) 


Donating $250 in checks in behalf of the Estate Planning Council of Mississippi for estab- 
lishment of estate planning sections in Jackson Municipal Library and the Mississippi State 
Library in the New Capitol building are (left) Louis A. Miazza, chairman of the council’s 
library committee; and (right) John F. Anderson, secretary-treasurer of the council. Miss 
Pearl Sneed, (left) at Municipal Library, and Mrs. Julia B. Starnes, Mississippi State 
librarian; are receiving the checks. In rear are (right) J. W. Cocke, president of the 
council, and Warren Ludlam, past president. All are from Jackson. (See page 573 for 
list of books and earlier details at page 421, May issue.) 
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WN AGENT! 
FOR QUALITY PROPERTY INSURANCE, SEE your HOMETo 





businessmen at work 





These men are tending to business. Very much so! 


They are taking a quick ‘‘refresher course’’ on property protection— 
learning how insurance has changed, and how to get the most benefit 
from modern business insurance. 


You or your businessmen’s group can arrange for such an up-to-date 
presentation through the agent or broker of The Home Insurance Company. 
He knows all the policies and how to make them serve your needs best. 


Naturally, he sells quality insurance. Every good businessman knows 

you get what you pay for—and you get most value when you buy the best. 
That's especially true of insurance, whether it’s on your business, your 
home, your car or anything else you own. 


Why not talk to your Home Insurance man soon? You'll find it’s time well spent. 





THE 


ORGANIZED 1853 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE e« AUTOMOBILE « MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 


A stock company represented by over 40,000 independent local agents and brokers 
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Osborn, attorney; Vice Pres.—Durwood 


L. Alkire, CPA; Sec’y.—Edwin R. Mac. 
kay, trust officer, Peoples National Bank 
of Washington; Treas.—Milton A. Link. 


Bankers Life Company of Iowa. 


Tacoma—Martin QO. Nelson, partner 
of Nelson-Scoville & Co., spoke on the 
“Valuation of Closely-Held Securities 
in the 1956 Economy.” Newly elected 
officers of the Council are: Pres. — Ed- 
ward S. Walker, trust officer, Bank of 
California, N.A.; Vice Pres.—John Hew. 
itt, assistant trust officer, National Bank 
of Washington; Sec’y.-Treas.—Cliff Ed- 
wards, Tacoma manager, New York 
Life Insurance Co. 


Burlington, Wis.—The Council closed 
its season in May with 43 members in 
a town of less than 5,000 population. 
Officers for the 1956-7 season are: Pres. 
Wilson P. Graham, CLU;: 
Richard E. Heidermann, attorney; 


Treas.—Robert E. Counihan, CPA. 


Madison—An unrehearsed panel dis- 
cussion with audience participation was 
the feature of the May 14 meeting. The 
subject was “Mr. Madison Plans His 
Estate” and the panelists were George 
Blake, John Okey, Robert O’Malley 
and John Formella, with Fred Suhr as 
moderator. Officers for the new term 
are: Pres—John P. Whiffen, CLU; 
Pres.-Elect — Vern Houghton, CPA; 
Sec’y.-Treas. Les J. Meinhardt, CLU. 

Milwaukee—At the May 21 meeting 
the Public Relations Committee of the 
Chicago Corporate Fiduciaries Associa- 
tion presented its most successful skit. 
“A Heavenly Preview” which deals with 
estate planning. 


Sec’y.- A 


Canadian Councils 


The following April meetings were 
reported to T.&E.: 


Hamilton—A panel of members dis- 
cussed a theoretical estate planning 
case, 


Montreal—“Regional Aspects of Es- 
tate Planning” was discussed by C. P. 
Glover, Associate Manager, Estate Ser- 
vice Division, The Canada Life Insur- 
ance Co., Toronto. 


Ottawa—Arthur W. Gilmour, C. A. 
formerly Assistant Director, Montreal 
Office, Income Tax Division, spoke on 
“Income Tax Problems in Estate Plan- 
ning.” 

Toronto—John S. Forsyth, former 
Chief of Pensions, Income Tax Depatt- 
ment, now Manager for Canada, The 
Wyatt Co., developed the subject — 


“Benefits for Executives.” 


TRUSTS AND EstTATES 
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TEMPTING ToBACCcO YIELDS 


Few groups afford yields comparable 
to those obtainable in the tobacco indus- 
try and certainly not of an investment 
stature which the respective issues en- 
joyed prior to the “health scare.” Such 
yields range from 5.9% to 7.5% for the 
cigarette segment; about 4 to 5.8% in 
the case of the leading cigar makers: 
and 5.4% and 6.5%, respectively, for 
American Snuff and G. W. Helme, prin- 
tipal snuff producers. 

















Tobacco issues, chiefly cigarette pro- 
ducers, have been out of favor with the 
investing public for some time, primar- 
ily because of inconclusive findings in 
connection with smoking as a contribut- 
ing cause of cancer. As a result, all such 
stocks have been more or less sensitive 
to recurring association with this dis- 
ease, although such reports apparently 
have lost much of their former potency 
in recent months, 











On the basis of recent past results and 
continued favorable outlook, R. J. Rey- 
nods appears to represent one of the 
more attractive equities in the cigarette 
group. The first quarter performance of 
American Tobacco and Philip Morris 
(the latter’s showing in this period was 
outstanding in the group), among other 
considerations, warrant a constructive 
attitude toward these two issues as well. 
Liggett & Myers and P. Lorillard seem 
attractive primarily for their generous 
return at this time. However, if the re- 
tent recommendation of H. M. Wootten 
‘consultant to the tobacco industry) 
With regard to a price increase for cigar- 
‘tes is followed, margins of these two 
‘mpanies together with others in the 
industry should be measurably- i 
















im- 
proved. granting other factors remain 
equal. 
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. . Memos 


In the cigar division, Consolidated 
and General Cigar are preferable be- 
cause of a reasonable price earning ratio 
in the case of the former and indicated 
rapid progress of General Cigar. The re- 
mainder of the group should be regard- 
ed chiefly for return, although apprecia- 
tion potential is not lacking in view of 
further cost saving developments in the 
industry, plus a possible firming in the 
price structure. 


Generally speaking, human nature is 
so_constituted that so long as doubt as 
to the authenticity of claims of the dan- 
ger of smoking exist, it would seem like- 
ly that the as yet unproven connection 
will have but a limited effect on future 
cigarette smoking. 


Many highly qualified medical scien- 
tists continue to challenge the anti-tobac- 
co claims which were so widely publi- 
cized in 1954. Papers read at the recent 
American Association for Cancer Re- 
search meetings held in Atlantic City 
continued diverse in their opinions. In 
addition, on May 7, it was reported that 
the two-year lung cancer study by the 
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British Medical Research Council con- 
cluded that it “has not yet been proved” 
what role smoking plays in the disease. 
Approximately a week later the Minister 
of Health of that nation was quoted as 
stating “that a statistical inquiry under- 
taken in Britain had failed to show any 


relation between lung cancer and taking 
of snuff.” 


HARRIS. UPHAM & CO. 


STRATEGIC POSITION OF 
AIRFRAME INDUSTRY 


In view of the serious international 
tension of today and the definite pros- 
pects that this condition will remain so 
in the foreseeable future, the U. S. has 
been forced to bolster its defenses, par- 
ticularly air strength. In the opinion of 
the military, the airplane including the 
guided missile represents a highly essen- 
tial factor in a defensive or offensive 
action. The world-wide aspects of war 
assures the airplane and the missile a 
more vital role, and although the appli- 
cation of atomic and hydrogen bombs 








investors. 


operation with such clients. 


CHICAGO 
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Investment Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 


Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 


BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 
59 Wall Street, New York 5 


PHILADELPHIA 


BOSTON 








will increase, air power must deliver 
these weapons. The new and complex 
aircraft required to defend the free 
world must fly farther, faster, and high- 
er, with ever-increasing bomb-loads and 
far greater firepower. They are an ex- 
pensive necessity in an atomic age. In 
recent years, the bomb and jet power- 
plant have revolutionized aircraft capa- 
bilities. 

The aircraft industry is sensitive tra- 
ditionally to changes in the international 
situation. There is little hope for an early 
end of the cold war as indicated by the 
unsatisfactory outcome of the Geneva 
Conference. President Eisenhower has 
aptly described the uncertain military 
outlook by his statement that the nation 
lives in an “age of peril” and must have 
a continuously strong national defense 
structure with a principal reliance upon 
air and nuclear power. The 1955 display 
of advanced Russian planes indicated 
that U. S. leadership in aircraft and mis- 
sile design and production is severely 
challenged. The need is imperative for 
marked improvement in the control and 
guidance of long rang missiles, nuclear 
propulsion, new fuels, as well as air- 
plane designs, and materials for hyper- 
sonic speeds. 


One very important point about air 
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power was demonstrated in the Korean 
War. It was that an urgent effort cannot 
produce air power quickly. The point in 
technical progress has been reached 
when the aircraft industry cannot be 
brought into full-scale production quick- 
ly. Swift changes in the science of war- 
fare cause the high degree of technical 
obsolescence and a constant need for re- 
placement of types. The above situation 
assures the aircraft industry of a profit- 
able level of business, particularly the 
leading companies. 


The Government’s concern about air- 
craft production should to a large degree 
remove the basic problems and weak: 
nesses which have in the past been in- 
herent, namely a “feast or famine” con- 
dition. Past erratic military appropria- 
tions have resulted in a high cost of pro- 
duction and an irregular earning record 
for manufacturers. This “peak and val- 
ley” experience has been both expensive 
for the taxpayer and detrimental to the 
investment status of aircraft securities. 
It is necessary that there be a planned 
continuity of plane production if the na- 
tional security is to be maintained, for 
only in this way is it possible to hold 
together the complex organization with 
its skills and knowledge necessary to 
create modern air equipment. Thus, sales 
and earnings of the aircraft companies 
are not materially affected by a general 
business recession. 


Aircraft manufacture represents one 
of the country’s largest industries and 
employs thousands of people, including 
highly skilled engineers and technicians. 
Another important characteristic of this 


field is that each plane because of its 
complexity, is “tailor made.” In any 
large scale expansion of aircraft produc. 
tion, there is an unavoidable preparation 
period during which designing, develop. 
ing, acceptance, tooling-up, training of 
personnel, and the assembly of materials, 
and components, must take place before 
volume output can result. The Boeing 
B-47 is an example of the project life. 
cycle of present-day aircraft and of ef. 
fort which must be expended before pro- 
duction and profits are realized. This 
voluntary project was started in 1943, 
A production contract was received in 
1948. No significant profits were real- 
ized until 1950. Peak earnings came 
four years later. 


The improved status of the aircraft in. 
dustry plus reasonable dividends should 
materially enhance the investment posi- 
tion of the stocks of the leading compa- 
nies. Such earnings have been capitalized 
at low ratios because of the highly ir. 
regular nature of the aircraft business 
in the past. Therefore, it is reasonable 
to expect that as the well-managed and 
stronger situated aircraft companies 
continue to show consistent increases in 
earnings and dividends, their stocks will 
be evaluated at higher ratios. The rela- 
tively small amounts of common shares 
outstanding is another favorable market 
factor. Yields are relatively large in 
many cases, although the stocks repre- 
sent a growth industry. Since the pay- 
out of earnings in dividends is conserva- 
tive, increased payments may logically 
be expected. 


JOSEPH WALKER & SONS 
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FROM A NORTH CAROLINA BANK 





Studley, Shupert Trust Investment Council Members are constantly closing new 
business because they're able to show prospects that their trust department facilities 
are equal to every requirement of prudent trust investment management. Organized 
in 1948, and steadily growing in membership, this cooperative community bank 
effort has revolutionized community bank trust service. More information will be sent 
you upon request. 


STUDLEY, SHUPERT TRUST INVESTMENT 


Founded 1784 


COUNCIL 


900 PROVIDENT TRUST BLDG., PHILADELPHIA 3, PA. 


COUNCHK 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Debentures. The offer is made only by the Prospectus. 


$300, 000,000 


GENERAL @@ ELECTRIC 
COMPANY 


Twenty Year 3'’2% Debentures Due 1976 


Dated May 1, 1956 Due May 1, 1976 





Interest payable May 1 and November 1 in New York City 





Price 100'2% and Accrued Interest 





Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Debentures in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. GOLDMAN, SACHS & CO. 
DILLON, READ & CO. INC. THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 


BLYTH & CO., INC. DREXEL & CO. EASTMAN, DILLON & CO. 





GLORE, FORGAN & CO. HARRIMAN RIPLEY & CO. KIDDER, PEABODY & CO. 


Incorporated 


LEE HIGGINSON CORPORATION 





LAZARD FRERES & CO. 
LEHMAN BROTHERS MERRILL LYNCH, PIERCE, FENNER & BEANE 


PAINE, WEBBER, JACKSON & CURTIS SALOMON BROS. & HUTZLER - 








SMITH, BARNEY & CO. STONE & WEBSTER SECURITIES CORPORATION 


UNION SECURITIES CORPORATION WHITE, WELD & CO. 


May 15, 1956. 
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- Ist in Delaware 


Equitable Security Trust Company 
is known as Delaware’s first trust 
company—first in history and first 
in modern, specialized trust depart- 
ment facilities. Estate settlement 
and trust administration have been 
our daily business for more than 70 
years . .. your assurance that you 
and your customers receive efficient, 
economical, complete service. 


EQUITABLE) Main Office: 901 Market Street 
Wilmington, Delaware 
SECURITY| Wilmington ¢ Dover e Newark e Odessa 
Delaware's first commercial bank 1795 
TRUST] Delaware's first trust company 1885 


Member Federal Deposit Insurance Corporation 
COMPANY | Member Federal Reserve System 











Your 
Pennsylvania 
Headquarters 











When you or your clients want 
prompt, accurate information 
on any trust or estate problem 
in Pennsylvania, call upon the 
experience and knowledge 
of our Trust Department. Our 
Trust Officers are familiar with 
requirements and procedures 
in this State. 


TRADESMENS 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 


958 





The Bank Fiduciary Fund rounded 
out a successful first year of operation 
on April 30th as a legal investment 
fund for New York State fiduciary in- 
stitutions which have no common trust 
fund. Thirty-seven banks have invested 
trust fund money in amounts from 
$5,000 to over $600,000, upon which 
first year dividends of $3.17 were re- 
ceived, after allocation of the extraordi- 
narily low expenses of only 5.25% of 
portfolio income. Market value of as- 
sets totalled $3.8 million, or $104.76 
per share, which was increased by new 





SHARES MARKET VALUE 
(in thousands) 


PUBLIC UTILITY 


COMMUNICATION 





200 American Tel. & Tel. Co. - $ 36 
Evectric Licht & Power 

1,100 Cincinnati Gas & Elec. Co. $ 29 
700 Consumers Power Co. 34 
1,000 Gulf States Utilities Co. — 38 
1,000 Iowa Power & Light Co. _. ._. 26 
1,000 Niagara Mohawk Power Corp. -. 33 
700 Philadelphia Electric Co... 27 
800 Public Serv. Co. of Indiana, Inc. 30 
1400) Southern (Co... 31 
800 Wisconson Electric Power Co. 26 
$ 274 


NaTurRAL Gas & Pire LINE 
800 Consolidated Natural Gas Co. ..$ 28 
700 Northern Natural Gas Co. _..... 30 
400 Panhandle Eastern Pipe Line Co. 31 











$ 89 
INDUSTRIAL 
AUTOMOBILE 
900 General Motors Corp. —....$ 39 
BUILDING 
600 Johns-Manville Corp. ..$ 30 
300 National Lead Co. _....... ; 29 
400 Pittsburgh Plate Glass Co. _ 37 
$ 96 
CHAIN Store & Reta TRADE 
200 t. €. Penney Co, — S. 16 
1,000 Sears, Roebuck & Co. 32 
$ 50 


CHEMICAL 


100 Allied Chemical & Dye Corp. _.$ 12 
200 E. I. du Pont de Nemours & Co. 44 


300 Hercules Powder Co. =. ee 
300 Union Carbide & Carbon Corp. 38 
$ 136 

ELectric EQUIPMENT 
600 General Electric Co. .......$ 36 
300 Westinghouse Electric Corp. 18 





54 


BANK FIDUCIARY FUND MARKS FIRST YEAR WITH $3.17 RETURN 


participations of $547,266 at the begin. 
ning of the new year. 


As of reporting date, Government 
bonds were $1,258,000, followed by 
$693,000 in public utilities, $270,000 in 
industrials and one lot, each of less than 
$100,000, in railroad and finance. The 
equity portion, limited to 35% under 
New York State law, was carried at 
$1,377,000 market value, representing 
an unrealized profit of nearly $150,000 
but this figure was reduced by depreci- 
ation in the bond account to a net un- 
realized appreciation of just under 
$100,000. In order of importance, the 
equity groups ranked as follows: nat- 
ural gas and pipe lines, electric light 
and power, oils, chemicals, bank and 
finance and building industry. A com. 
plete list of equity investments is shown 
in the table, together with aggregate 
market value of each group at April 


30, 1956. 





SHARES MARKET VALUE 
(in thousands) 


Foop 
700 Corn Products Refining Co. _$ 20 
300 General Foods Corp. 29 


MACHINERY 


300 Food Machinery & Chem. Corp..$ 19 
500 Ingersoll-Rand Co. __.. 32 





METAL (NON-FERROUS) 


300 Kennecott Copper Corp. — $ 40 
OIL 

400 Phillips Petroleum Co. $ 40 

500 Socony Mobil Oil Co., Inc. - 40 


900 Standard Oil Co. (N. J.) - 53 


300 Texas Co. _ 4} 
$ 174 
Paper & Paper Propucts 

300 International Paper Co. $39 

PHARMACEUTICAL 
700 Abbott Laboratories _._.._-.$ 30 
300 American Home Products Corp. 37 
$ 67 

STEEL 

400 Inland Steel Co. $88 
¢ 835 

Bank & FINANCE 
800 C.I.T. Financial Corp. —-. $ 39 
400 First National Bank of Boston 29 


400 First National City Bank of N.Y. 29 
300 Guaranty Trust Co. of New York 24 


Fire INSURANCE 
Continental Insurance Co. _....$ 31 


TRusTs AND EstTATES 
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ON THE GRIDDLE 


The April FRB discount rate increase 
touched off a storm of controversy 
which has raged across the news columns 
in recent weeks. The timing seemed to 
be of the “delayed action” type, sparked 
by dissenting comments from such re- 
sponsible Administration officials as 
Secretary Humphrey and _ Secretary 
Weeks, the former contenting himself 
with the observation that, if it had 
been his responsibility, he would not 
have raised the rate while Secretary 
Weeks feared that the “Fed’s” action 
would dry up the supply of capital. 


Frank expression of opinion should 
always be welcome but its validity hinges 
upon its source. The Board is, first of all, 
undeniably better informed on realities 
than its critics and it has no axe to grind 
in its efforts to keep the economy on an 
even keel. For Secretary Weeks to assert 
that the Board’s latest rate boost would 
make money unavailable for legitimate 
purposes is just not so, any more than 
one must believe Mr. Harlow Curtice’s 
plaint that monetary policies are re- 
sponsible for the sharp downward re- 
vision in motor car production schedules. 
Most observers agree that 1955 excesses 
are the answer to this year’s reduced 
volume in this sector, as well as in non- 
farm residential building. Who can say 
that the Board is following an unduly 
restrictive policy in taking such a rela- 
tively mild step as raising the bank rate 
to 234%, and 3% in two districts, when 
Canada also stands at 3% and the Bank 
of England has marked money at 514% 
and our own rates in the mid-’20s ruled 
between 5% and 6%? 

Responsible business leaders should 
know that a sprinter cannot hold the 
pace over a distance course and to con- 
tend otherwise in economic affairs is to 
invite inflation, followed by deflation, as 
pointed out by Chairman Martin to the 
Pennsylvania Bankers Association at 
Atlantic City last month. Advocates of 
“a little inflation,” he said, owe it to 
owners of savings bonds and deposits, 
life insurance, pension rights and savings 


June 1956 


and loan shares “to explain just how a 
little inflation is going to help them.” 
There are numerous, and very vocal, 
exponents of the “no-more-business- 
cycle” theory but it may still be some 
years before the proof of their con- 
tentions is definitively demonstrated. 
Menawhile, it would seem wiser to rely 
upon the considered judgments of an 
independent, non-political body like the 
“Fed” intent only upon doing its very 
best in the interest of the entitre country. 


ANOTHER RouUND? 


The agreement of the United Steel- 
workers to negotiate jointly with Beth- 
lehem, Republic and United States Steel 
on terms of the new contract marks a de- 
parture from previous practice of mak- 
ing the “Big Steel” settlement the in- 
dustry pattern. This company alone 
accounts for one-third of total domestic 
production, while the new triumvirate 
produces approximately 55% of the 
nation’s annual 128 million tons. Al- 
though the participants still have indi- 
vidual freedom of action, it is believed 
by both sides that faster progress will 
be made in this manner in threshing out 
the issues before the deadline of June 


30th. 


Mr. McDonald has already presented 
detailed proposals for general increases, 
52 week guaranteed annual wage, 
premium rates for weekends and holi- 
days, full union shop, liberalized vaca- 
tion periods and increased health and 
welfare benefits. Management says costs 
of granting these full demands could run 
to 60 cents an hour for the 650,000 
workers while one union economist esti- 
mated them at “two or three dimes.” 
The point is that either figure means 
another hefty boost in steel prices and 
another notch in the cost of living. 


Although labor resists such claims, 
it cannot logicaity be denied that the 
annual waves of wage increases have 
contributed to the rising price level. In- 
dustry-wide bargaining places in the 
hands of labor leaders a power to en- 
force demands which may not bear 








SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 69 


A regular quarterly divi- 
dend of 45 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 13, 1956 to 
stockholders of record at the 
close of business on May 
31, 1956. 

H. D. McHENRY, 


Vice President and Secretary 


Dated: May 12, 1956. 























Dividend Notice 


MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 372¢ per 
share on the Common Stock, pay- 
able July 2, 1956, to stockholders 
of record at the close of business 
June 8, 1956. 

H. F. SANDERS, 

Treasurer 

New York 6, N. Y. 
May 25, 1956. 


She Middle Louth 


A World Of 
Opportunity 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 
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INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


20 North Wacker Drive, Chicago 6 


QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 
57th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 


$5.00 Par Value Common Stock 
Forty Cents (40¢) per Share 


Declared — May 24, 1956 
Record Date—June 15, 1956 
Payment Date—June 30, 1956 


A. R. Cahill 
Vice President, Financial Division | 


PHOSPHATE ® POTASH ® PLANT FOODS * CHEMICALS 
INDUSTRIAL MINERALS ®© AMINO PRODUCTS 
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UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 32 cents 
per share on the Common Stock 
of the Company, payable July 
2, 1956 to stockholders of rec- 
ord at the close of business 
June 1, 1956. 


D. W. JACK 
Secretary 
May 18, 1956. 
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CORPORATION OF AMERICA 


180 Madison Avenue, New York 16, N. Y. 


bye Board of Directors has this day 
declared the following dividends: 


414%2% PREFERRED STOCK, SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable July 1, 1956, to 
holders of record at the close of busi- 
ness June 4, 1956. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1956, to holders 
of record at the close of business 
June 4, 1956. 


COMMON STOCK 
12% cents per share payable June 
22, 1956, to holders of record at the 
close of business June 4, 1956. 
R. O. GILBERT 


Secretary 
May 22, 1956. 



































































































































Pullman 
Incorporated 


90th Consecutive Year of 
Quarterly Cash Dividends 
paid by Pullman Incorporated 
and predecessor companies 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 14, 
1956, to stockholders of record 
May 31, 1956. 


CHAMP CARRY 


President 





TRAILMOBILE 











reasonable relation to the general price 
level, wage rates in other industries, 
profit margins or productivity. Hence 
the pattern of short-term contracts and 
continuing competitive jockeying on be- 
half of the 16 million big-union work- 
ers at the expense of the remaining 50 
million employed. Add to these forces 
the provisions of the Full Employment 
Act of 1946 and we have the elements 
for progressive inflation, disguised to the 
man in the street as good times and 
prosperity. Because the monetary au- 
thorities recognize the inherent dangers, 
they have taken such measures as seem 
indicated to the accompaniment of 
stricient cries that this or another sector 
of business is being strangled. 


The thought has been expressed by 
various commentators that the pension 
retirement coverage enjoyed by virtually 
all big-union employees would tend to 
temper excessive wage demands but 
there is slight evidence of such attitude 
in top union leadership where each 
group seems determined to outdo the 
other in extracting employer conces: 
sions. Perhaps the body of workers 
overall regards retirement as far in the 
future and prefers a dollar in hand now 
in the conviction that any depreciation 
in purchasing power of the currency will 
be met through revision of the plans. It 
certainly cannot be due to ignorance of 
economics because the unions are today 
well-equipped with experienced financial 
advisers. 

If the workers are to enjoy over com- 
ing years full benefit from their wage 
scales, reduction in the real costs of 
goods and services must come from in- 
creased productivity. The steel worker, 
according to figures cited by manage- 
ment, is now averaging $2.48 per hour; 
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WA LE & TOWNE 
| Declares 273rd Dividend 
la 37'2¢ a Share 
\ ‘) On May 24, 1956, 
dividend No. 273 
of thirty-seven 
and one-half cents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

July 2, 1956, to 
stockholders of record 
at the close of business 


June 8, 1956. 








F. DUNNING 


Executive Vice-President and Secretary 
THE YALE & TOWNE Mfc. Co. 


Cash dividends paidin every year since 1899 

















PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 


Common Stock Dividend No. 162 


The Board of Directors on May 16, 
1956, declared a cash dividend for the 
second quarter of the year of 60 cents 
per share upon the Company's common 
capital stock. This dividend will be 
paid by check on July 12, 1956, to 
common stockholders of record at the 
close of business on June 12, 1956. 
The Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 
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KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N. Y. 
May 18, 1956 


At the meeting of the Board of 
Directors of Kennecott Copper Cor- 
poration held today, a quarterly 
cash distribution of $1.50 per 
share, and a special cash distri- 
bution of $1.00 per share, were 
declared, payable on June 25, 
1956, to stockholders of record at 
the close of business on June 1, 
1956. The $1.50 quarterly distribu- 
tion places the Corporation on a 
$6.00 per share annual dividend 
basis. 


) PAUL B. JESSUP, Secretary 





















FOUNDED 1928 


106" 


consecutive 
quarterly dividend 


lle o share from net investment 
income, payable June 29, 1956 to 
stock of record June 8, 1956. This is 
the first dividend since the recent 
2 for 1 split o. the stock. 


WALTER L. MORGAN 
President 

















\WENNESSEE CORPORATIONS 


TENNESSEE 
CORPORATION 


May 15, 1956 
A dividend of fifty (50c) 


cents per share was declared 
payable June 28, 1956, to 
stockholders of record at the 
close of business June 14, 
1956. 


Joun G. GreensurGH 
61 Broadway Treasurer. 


New York 6, N. Y. 
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in the last decade his pay has risen ap- 
proximately 93%, against 78% for all 
manufacturing lines and a 37% increase 
in living costs. In fairness, it should be 
said that the failure of productivity to 
keep pace with labor costs is not limited 

to steel. Even in the railroad industry, eee 
which is generally less in the public eye, 5. 5. 
average hourly wages have risen 166.4% 
(74.9 cents to $1.995) between 1939 and 
1955. Recent statistics from the ICC 

















THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this 
day the following regular quarterly 


dividend: 
Common Stock 
No. 88, 22\¢ per share 
payable on August 15, 1956, to holders of 
record at close of business July 20, 1956. 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable June 15, 1956, to stockholders of 





H. Epwi~ Ouson 
Vice-President and Secretary 
June 7, 1956 























Johns-Manville 


Corporation 


show that railroad wages have been 
going up a good deal faster than em- 
ployee productivity; in fact, it is as- 
serted that most progress in this line 


FLORIDA POWER CORPORATION 
St. Petersburg, Florida 
May 17, 1956 
The Board of Directors of this Corpo- 


ration has this day declared a dividend 
of forty cents (40¢) per share on the 
* o&tstanding Common Stock, payable 









































DIVIDEND 


The Board of Direc- 
tors declared a quar- 
terly dividend of 50c 

M4 per share on the 
veo4r<** Common Stock pay- 
able June 8, 1956, to 


holders of record 
May 28, 1956. 








has been due to capital expenditures 
for more efficient motive power, main- June 20. 1956 to stockholders of rec- 
tenance, yard handling and the like. ; a ee ee ee 


JOHNS-MANVILLE 


Reviewing the pattern of labor wage E. K. ILGEMPRITE, Treasurer 


gains in recent years, there appears to 
be no effective barrier at this time to 
more of the same in the absence of 
limiting legislation or organized public 
opinion. Because union political power 
is so great and the reluctance of politi- 
cal leaders to oppose it so marked, it is 
almost impossible to enact restrictive 


legislation. Possibly the best hope is 
UNITED FRUIT 


that the combined AFL-CIO leadership 
COMPANY 


ROGER HACKNEY, Treasurer 

































will in due time arrive at the conclusion 
that the interests of their membership 
are identical with those of the public 
228th and that the benefits of an improving 
living standard more widely shared will 
compensate for abandoning the tech- 
nique of the industry-wide power grab. 
In search of an orderly growth rate, 
labor leadership must develop a states- 
manlike approach to sharing the fruits 
EMERY N. LEONARD , ; 
Secretary ond Treamurer of progress with consumers and_in- 
| Boston. Mass., May 21, 1956 7, vestors or risk the breakdown of our 
free economy. 
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Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable July 13; 1956, to share- 
holders of record June 8, 1956. 








Southern California 


Edison Company 








DIVIDENDS 


The Board of Directors has m4 
authorized the payment of the 
following quarterly dividends: 











Merry (?) Montu or May 


Blame it on the greater than antici- 
pated slump in motor car production, 


INTERNATIONAL 


= fc ny, SHOE 
a) COMPANY 


St. Louis 


ORIGINAL PREFERRED STOCK ~ 
Dividend No. 188 
60 cents per share. 





CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 37 

27 cents per share. 





18st PREFERRED DIVIDEND 


CONSECUTIVE DIVIDEND A regular quarterly dividend of $1.06 per 


share on the cumulative preferred stock, The above dividends are pay- 

able June 30, 1956, to stock- 

Common Stock holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 


Angeles, June 30. 


414% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 
Series, of this Company has been de- 
clared, payable June 1, 1956 to stock- 
holders of record at the close of business 
May 14, 1956. 
COMMON DIVIDEND No. 80 

A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, payable June 10, 
1956, to stockholders of record at the 
close of business May 14, 1956. 

W. W. WHITNELL, 
May 2, 1956 Secretary 


NATIONAL CYLINDER 
GAS COMPANY 


A quarterly dividend of 60¢ 
per share payable on July 
1, 1956 to stockholders of rec- 
ord at the close of business 
June 15, 1956, was de- 
ciared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


P. C. HALE, Treasurer 


May 18, 1956 






















June 5, 1956 
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tightening money, the steel wage nego- 
tiations, or perhaps a suspicion of weak- 
ening business confidence in recent 
weeks; whatever the reason or reasons, 
the stock market underwent a sharp 
correction,during May which lopped off 
some 50°points from the D-J industrial 
average’s April 4th top at 521.05. The 
decline of approximately 10% is re- 
garded by market technicians as within 
the limits of a normal reaction in a bull 
market but the market’s failure to find 
expected support at slightly higher levels 
occasioned considerable comment. Be- 
tween May 4th, when the D-J indus- 
trials stood at 516.44, the high for the 


month, and the low; on. May 28th at 
468.81 (both closing : figures), 47.63 
points evaporated but the decline was 
orderly, with moderate volume. The 
closing days of the month -registered a 
rebound but the month’s' net loss on. the 
D-J industrial average was 38.07 points. 

Further scattered technical. recovery 
may take place over the near term but 
most commentators look for little upside 
progress until the conclusion of the 
steel wage negotiations. A stiffer attitude 
on the part of the steel operators toward 
granting concessions which would spell 
another large hike in steel price lists is 
sensed and the possibility of a strike 
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cannot be ignored. (Railroad stocks were 
hit hard enough during wiarket*weakness 
to indicate that at least sonie holders 
visualized curtailed rail movement in 
such an eventuality.) If recent lows are 
successfully retested, majority technical 
opinion favors resumption of the tra. 
ditional summer rise, which has a fine 
12 out of 15 year record and especially 
in presidential election years. 
















Selling was reported predominantly 
from individuals and traders who have 
become worried that earnings may ease 
somewhat from the generally excellent 
levels of the first quarter. Institutional 
selling was said to be comparatively un- 
important and largely incidental to 
switching operations rather than to 
liquidation. High quality issues were 
being taken, in fact, by some _ profes. 
sional investors during periods of weak- 
ness because they apparently believed 
that the market was undergoing a much- 
needed housecleaning and that whatever 
imbalances exist in the business picture 
will be cleared up in due time. It is too 
soon to appraise the strength of reces- 
sionary forces but there can be no doubt 
that a more cautious tone has crept into 
business thinking over recent weeks. 






















What is going to happen now? No- 
body can be positive but sentiment 
against further tightening of rates or 
money availability is right out in the 
open and the fact that the Board felt the 
necessity of explaining the background 
for its position may foreshadow some 
deference to popular opinion by possible 
easing of reserve requirements or 
through open market operations at ap- 
propriate moments over the next couple 
of months, Speaking before the Buffalo 
Chamber of Commerce in late May, 
Henry C. Alexander, chairman of J. P. 
Morgan & Co., Inc., recommended some 
easing of restraints upon money avail- 
ability but “with equal emphasis no eas- 
ing of rates.” Any action, however, will 
assuredly respond to a fresh reappraisal 
of the situation rather than being a re- 
treat under fire, and legitimate bor- 
rowers can take comfort in Chairman 
Martin’s statement that “the discount 
window will always be open for sound 
and worthy uses.” 
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@ Assets of the nations 527 mutual sav- 
ings banks reached $32,000,000,000 for 
the first time in their 140-year history, 
Charles R. Diebold, president of the Na- 
tional Association of Mutual Savings 
Banks and president of Western Savings 
Bank of Buffalo, N. Y., recently stated 
to the press. In the last ten years ag- 
gregate assets have nearly doubled. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





























— 3 YEAR 
ae kas anece 5 YEAR 1 
----— 10 YEAR 
+--+ 242S,0F 9/15/72-67 
<—- 34S,0F 6/15/83-78 
--—+- 3S,0F 2715/95 
1953 l 1954 | 1955 | 1956 
May 
1956 
1. U.S. Government Yields ....... 
3-Year Taxable Treas. —............. % 2.93 
5-Year Taxable Treas, “7 2.95 
10-Year Taxable Treas. —....-... 2.90 
Bank 2%s, 9/16/72-67 —.....__..... % 2.87 
Vietory 314, 12/16/67 —.__.______ - % 2.85 
344s, 1983-78 ___- % 2.97 
_. —_— ee ee, | 3.01 
2. Corporate Bond Yields .......___..___. 
Aaa Rated Long Term _.._.__>_ = 3.26 
Aa Rated Leng Term 3.35 
A Rated ioay Tan ———___..... 5 3.48 
Baa Rated Long Term —-_.___ ‘% 3.74 
8. Tax-Exempt Bond Yields _.__ 
Aaa Rated Long Term —___.____. at 
Aa Rated Long Term ———...._._ % 2.42 
A Reted Long Term ——.............. 2.56 
Baa Rated Long Term -...____-___.._. % 2.79 
4. Preferred Stock Yields Ss 3.31 
Industrials—High Dividend Series 
UR NO a, OF 4.06 
Medium Grade ———______ % 4.66 
Tadustrials—Low Dividend Series 
High Grade % 3.78 
Medium Grade _.___EE_ 4.18 
Utilities—Low Dividend Series 
High Grade % 4.07 
Medium Grade ——_.___-_ % 4.43 
5. Common Stocks 
125 Industrials—Prices (f) —~.-........ $145.40 
125 Industrials—Dividends (f) —.. $ 5.77 
125 Industrials—Yields —..-__-_ % 3.96 


(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(e)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 
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YIELDS oF YIELDS OF PRICES,DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
—_ : oN PERCENT few | IN PERCENT | ! eas lll ae ceil 1 
col ($ PER SHARE) 
+ 2.80 4+ +i60 4 
" + biao - 


4 me 








YIELD 
% 
YIELDS 
al - 3-4 
i ods *e. o% . ~. 
\ / . pe 
+ 3.80 j Aaa = = 60 eo — 5-4 
Ya seeecece Aa “~~ag, 260" r 
alt 
—_—— — A F aagl a 
debi nsadans ipa 
(710 SCALE) 
1953 | 1954 | 1955 | 1956 4 1953 l 1954 | 1955 | 1956 
End of Month 
Apr. May 1955-56 1951-54 1946-50 1941-45 1931-40 1919-1930 
1956 1955 Range for Period — -- 
3.14 2.29 3.18-1.86 280-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) 
3.17 2.51 3.22-2.18 3.00-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
3.13 2.65 3.17-2.52 3.16-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
3.06 2.74 3.10-2.60 3.16-2.21 2.43-1.96 2.48-2.038 (a) (a) (a) 
3.04 2.73 3.09-2.60 8.31-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) 
3.11 2.83 3.13-2.68 (b) (b) (b) (b) (b) 
3.12 2.96 3.12-2.96 
3.31 3.04 3.31-2.91 3.44-2.65 2.91-2.45 2.88-2.59 6.75-2.70 6.38-4.42 
3.34 3.15 3.36-3.04 3.52-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
3.46 3.23 3.48-3.14 3.69-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
3.71 3.50 3.74-3.45 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 
2.51 2.05 2.51-2.05 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 
2.69 2.22 2.70-2.18 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 
2.99 2.55 2.99-2.54 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (c) 
3.44 3.06 3.44-3.02 
4.08 3.90 4.08-3.87 4.24-3.80 4.09-3.28 4.37-3.565 6.54-3.83 6.79-4.75 
4.65 4.45 4.66-4.45 5.28-4.53 5.08-4.14 6.94-4.33 12.73-4.91 8.05-5.61 
3.81 3.67 3.81-3.63 4.02-3.45  3.92-3.27(d) (d) (d) (d) 
4.20 4.03 4.21-4.03 4.39-3.80 4.20-3.52(d) (d) (d) (d) 
4.05 3.93 4.09-3.89 4.45-3.77  4.24-3.40(d) (d) (d) (d) 
4.38 4.23 4.43-4.19 4.87-4.17  4.65-3.69(d) (d) (d) (d) 

156.14 122.15 156.14-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81(e;) 
5.76 4.95 5.77-4.79 4.73-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(e) 
3.69 4.05 4.18-3.63 6.84-4.09 7.29-3.20 7.71-3.56 10.18-2.59 6.21-8.19 (e) 

(d)—Low Dividend Preferred Yield Averages in this series date from 
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Jan. 2, 1946. 
(c)—125 Industrials Averages date from Jan. 1, 1929. 


(f)—Dollars per share. 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


S A SOURCE OF FUEL-ENERGY, URA- 
_ and its in-laws, plutonium 
and thorium, are unique in terms of con- 
centration of energy. No other fuels 
are even in the same class by a factor 
of millions (pound for pound, uranium 
has 2,500,000 times as much energy as 
coal), which is one of the advantages 
that makes nuclear engines so appealing 
for submarines and other combat naval 
vessels. 


Nuclear fuels are of such importance 
to the Navy that the next ten years 
will doubtless see the adoption of nuclear 
propulsion systems generally for major 
combat ships. The outlook is the basis 
for much of the activity of the marine 
boiler suppliers—Babcock & Wilcox, 
Combustion Engineering, Foster Wheeler 
—as well as expansion of the roles of 
Westinghouse and General Electric, tra- 
ditionally suppliers of the electrical 
equipment but in the field of nuclear 
systems the two electrical giants are, in 
effect, getting into the boiler business by 
building reactors. Newport News Ship- 
building & Drydock is actively engaged 
in nuclear research and development 
work, having facilities for the fabrica- 
tion of the heavy vessels required for 
nuclear power plants and preparing for 
the fullest possible role in the building 
of nuclear-powered ships. 


It is in this field that the equipment 
suppliers will reap their first profits—on 
an emerging normal government con- 
tract basis—awaiting the developmental 
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SPREADING WEB OF THE ATOM 


EDWARD R. TRAPNELL 


Associated with Bozell & Jacobs, Inc. 


progress upon which profits depend in 
the sale of power equipment to the 
electric industry. 


The use of nuclear fuels for merchant 
vessels does not have the economic 
justification comparable to the strategic 
and logistic justification for the Navy 
interest in nuclear power plants. For 
one reason, fuel is not a major cost item 
in the operation of commercial vessels. 
The first area of promise for nuclear- 
fueled commercial vessels, ironically 
enough, is in the field of tankers, where 
speed and fast turnaround and maximum 
payload are critical. 


Proposals to build a nuclear tanker 
have been before Congress for more 
than a year. The budget submitted by 
the Administration contained a request 
for $22.5 million for the Maritime Ad- 
ministration to build a nuclear-powered 
tanker but funds were not approved by 
the House Appropriations Committee. 
One reason generally ascribed is that 
Congress can’t decide who has jurisdic- 
tion, the Joint Committee on Atomic 
Energy or the House Merchant Marine 
Committee. Another is that Navy De- 
partment and Maritime Commission ex- 
perts disagree on economic feasibility. 


The situation simply points up the fact 
that atomic energy is becoming less 
and less a peculiar and special field of 
activity, and more and more a new 
dimension in diverse established fields 
of government and of industry. The 


spreading web of the atom may be 
beginning to enmesh Congress as it has 
the Executive Branch of the Government. 


Public vs Private Power 
Fight Looms 


Further entanglement of the atom in 
the web of politics appears inevitable in 
the developing fight over further govern- 
ment investment in power generating 
facilities. The proposal embodied in the 
bill submitted last session by Senator 
Albert Gore of Tennessee calls for con- 
struction by the government of six full- 
scale nuclear plants of six different types 
in as many sections of the country. 


Utilities oppose such a program for 
traditional reasons. Advocates of the 
Gore Bill say the new program is needed 
to keep the U. S. in the international 
nuclear power race. AEC says the United 
States should not enter a “kilowatt race” 
with Britain and Russia—since we don't 
need power at present nuclear power 
costs—but should concentrate on finding 
the most economic systems for gen- 
erating power from nuclear fuels in 
order to be in a position at the earliest 
possible date to supply fuel elements and 
equipment for nuclear power stations, 
large and small, throughout the world 
as well as in the U. S., to generate power 
at the lowest cost per kilowatt. 


Equipment suppliers and builders of 
nuclear power plants might be pre: 
sumed to gain from a new government 
program, which could offer a glamorous 


General view of The Babcock & Wilcox Company Nuclear Facilities Plant in Lynchburg, Va., first privately financed plant of its type 
in the nation. Fuel element fabrication building, gate house, and steam plant are in foreground. At extreme left is experimental facility, 
where tests and experiments with nuclear reactor components will be conducted. 
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pump-priming scheme at some point, 
but their preference, as indicated in the 
hearings before the Joint Committee, 
is in favor of permitting the nuclear 
power industry to grow without extend- 
ing the government’s role to the build- 
ing and operation of generating stations. 


Some form of expansion of the gov- 
ernment’s role, however, may be forced 
on AEC, based partially on arguments 
that the electric industry is not moving 
as rapidly in the development of power 
as the nation’s needs demand. There is 
a notable lack of any definition of the 
national requirements of a program 
which would assure the U. S. position 
in the international field, or prepare 
U.S. industry to supply foreign markets. 


B&W Opens Nuclear Fuel 


Fabrication Plant 


The complexities of the nuclear fuel 
business were demonstrated to reporters 
at the opening last month of the new 
fuel element fabrication plant at Babcock 
& Wilcox at Lynchburg, Va. A machine 
shop with some of the characteristics of 
a hospital operating room was opened 
to the press the day before it was to 
receive its first shipment of enriched 
Uranium-235 to be fabricated into forms 
for use in refueling AEC’s Materials 


Testing Reactor in Idaho, and later for 
the Consolidated Edison Power reactor 


in New York. 


Both reactors call for a “sandwich” 
type fuel element, with the enriched 
uranium alloyed with aluminum or 
zirconium, then coated or clad with 
similar non-corrosive materials and 
rolled into plates with an overall thick- 
ness which may vary down to one- 
hundredth of an inch. These plates are 
then assembled in bundles with from 
15 to 25 plates precisely spaced to permit 
the flow of cooling water. 

The multi-layer sandwich is jacketed 
with a zirconium alloy and finished with 
stainless steel expansion joints and end 
fittings. A dozen heating, forging, roll- 
ing and pickling operations are involved 
in the manufacturing of a fuel element 
and the enriched uranium must be ac- 
counted for in hundredths of a gram. At 
one step, fluoroscoping is employed to 
locate the “meat” of the sandwich, the 
enriched uranium, to assure proper 
machining to final width and length. 

There’s a lot of empty space in B&W’s 
new fuel fabrication facility, reflecting 
the current status of the art. Intensive 
development work on various types of 
fuel elements may lead in several di- 
rections and quite different types of 


equipment might be needed to make 
other than sandwich fuel elements. 


The fabrication of fuel elements is 
a key step in the building and servicing 
of nuclear power plants. The mating and 
shaping of special materials is the pri- 
mary skill involved, which Metals & 
Controls, Inc., has been able to transfer 
to the nuclear field, supplying the 
custom fuel elements for a number of 
experimental reactors in the company’s 
own facilities. Sylvania will be next in 
the field with a company-financed facility 
for nuclear fuel element fabrication. 


Missing link in the chain from 
uranium mining to economic nuclear 
power, however, is the fuel reprocess- 
ing step. This involves the handling of 
highly radioactive fuel materials after 
practical “burn-up” in a reactor and 
ihe recovery of the unspent nuclear 
fuels, the credit for which may de- 
termine the economic feasibility of the 
nuclear system. To date, the only facili- 
ties available for fuel reprocessing are 
the government-owned plants built to re- 
move plutonium from the uranium slugs 
fed into the reactors at Hanford, Wash., 
and Savannah River, S. C. AEC wants 
private industry to get into the repro- 
cessing of irradiated fuel elements, but 
the initial costs and difficult technical 
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problems as well as the hazy economic 
outlook leave this dirty end of the busi- 
ness quite uncrowded. 


Government Extends Uranium 
Procurement Program to 1966 


The time-table for the growth of an 
economically based nuclear energy in- 
dustry in the U. S. was reflected in the 
AEC action extending the period of a 
guaranteed market -for domestic ura- 
nium from April 1962 to December 31, 
1966, thus adding nearly five years to 
the period in which uranium producers 
can count on sale of their output. 


AEC said the action was taken to 
maintain a high rate of exploration and 
development to offset expected deple- 
tions between now and 1962. The ex- 
tension will also serve to bridge the 
time gap between the military require- 
ments for uranium and the build-up of 
commercial demand stemming from the 
growth of the nuclear power business. 


Prices for the new period are slightly 
lower than those under the present com- 
plicated guarantee formulae, being fixed 
at $8 per pound of uranium oxide con- 


tained in mill con- 
centrates or precipi- 
tates. The Commis- 
sion reserves the 
right to limit pur- 
chases from any one 
mining property or 
milling operation to 
500 tons of uranium 
oxide per year. 


Amortization pro- 
visions carry 
through the extend- 
ed period, with an 
amortization factor 
on top of the $8 
price for amortiza- 
tion on not less than 
a five-year basis. 


The_ production 
bonus for uranium 
ores — payable on 
the first 10,000 
pounds of ore from 
an eligible mining property — will be 
extended from February 1958 to March 
31, 1960. It ranges from $1.50 per 
pound of uranium oxide in ore assaying 
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Helps protect against inflation 


ment commitments 


enittted needs 
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REVOLUTIONARY APPROACH CREATES 
TEE NEW DACEY FAMILY TRUST 


Family capital grows with the economy 
. Regular saving and reinvestment of income from savings 


. Eases actuarial factors to produce large tax-free increment in family 
capital if head of family dies prematurely 


. Provides professional judgment on investing and changing of invest- 


. Permits flexible distribution of accumulated capital to meet changing 
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FREE COPY of the Dacey Trust form plus a full discussion; tax dis- 
cussions; facts on how to set-up; how to approach your own Bank 
or Trust Department and many questions and answers. Free copy 
given as bonus when you subscribe to FINANCIAL PLANNING 
and INVESTMENT PLANNING. The companion services give 
you strategy of financial planning and depth research in specific | 
securities. The Trust demonstrates the type and quality of ideas 
and information contained in the services. | 





to enter your subscription today. 


FRC Cr errr rrrrrrre 


25 BROAD ST., NEW YORK 4, N. Y. 


and FINANCIAL PLANNING . 
Dacey Family Trust Plan. 
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Both services .. . 24 issues a year... for only $36 a year. 
Use this coupon to get your FREE COPY of the new Trust Form and 


KALB, VOORHIS & CO. 


0 Enter my subscription for one year (24 issues) for INVESTMENT PLANNING 
. $36. And send my FREE COPY of the new 


Members, New York 
Stock Exchange and 
American Stock 

Exchange (Associate) 
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Induction melting furnace used in The Babcock & Wilcox Com- 

pany Nuclear Facilities Plant to produce alloys used in fuel 

element fabrication. Workmen here are completing a melt carried 

out in air, although the equipment is also designed for melting 
in a vacuum or an atmosphere. 


0.10% to $3.50 per pound for ores as- 
saying 0.20% uranium oxide and above. 


AEC said the new price was deter- 
mined on the basis of a study of exist- 
ing contracts, known sources of supply 
and estimated costs of production. While 
the new program indicates AEC doesn’t 
believe the normal industrial demand 
for uranium will give the mining in- 
dustry enough to prosper on until at 
least 1966, the new program envisions a 
transition from a government controlled 
market to a commercial market. Under 
the new program, producers will be able 
to sell to licensed commercial users of 
uranium in addition to selling to the 
Commission. 


Zirconium Production to be 


Upped 1,400 Per Cent 


Zirconium, one of the glamour metals 
of the nuclear age because of its cor- 
rosion resistance and non-absorption of 
neutrons, will take a big jump from 
experimental-scale production of 200. 
000 pounds annually to 2,825,000 
pounds annually under a new AEC pro- 
gram. 


Foreshadowing in part the demand for 
zirconium to meet Navy requirements, 
the new government program was 
divided among four suppliers—National 
Distillers Corp. (1 million pounds an- 
nually), NRC Metals Division of Na- 
tional Research Corp. (700,000 pounds 
annually) ,Carborundum Metals Co., the 
only present producer (825 pounds), 
and Wah Chang Corp. of New York 
which will produce 300,000 pounds an- 
nually in the government-owned plant 
now shut down at Albany, Ore. 
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A general business recession of major 
proportions appears to be remote if there 
is no decline in the rate of expansion of 
our basic industries. Producers of alumi- 
num and steel report large scale pro- 
grams for further expanding production 
and forecast higher prices for these basic 
raw materials. Power and light companies 
are increasing generating capacity. 

The level of business confidence re- 
mains high in spite of trouble in textiles 
and lower automobile production. In- 
vestor confidence is another matter. 





ALUMINUM COMPANY OF 
AMERICA 


I. W. WiLson, president 


“Until ten years ago, hydroelectric 
power was the only source for the alum- 
inum industry. Alcoa now has _ three 
sources, and within two years there will 
be four — hydroelectric power, natural 
gas, lignite and coal. 


“$600 million is needed for expansion 
in the next 5 years of which about $150 
million may be borrowed. Further price 
increases may be necessary to provide a 
higher return on investment if Alcoa 
and the industry as a whole is to be in 
position to develop and adequately serve 
expanding markets. 


“We believe that the U. S. consump- 
tion of aluminum will increase from 
about 2 million tons today to about 5 
million tons in 1975—from about 2414 
pounds per capita to about 45 pounds.” 


Before New York Society of Security 
Analysts, May 15. 


CENTRAL ILLINOIS LIGHT CO. 


T. A. SCHLINK, president 


The rate increase of September 1955 
and continuing increase in commercial, 
industrial and residential load are ex- 
pected to bring earnings to $4.14 a 
share in 1956 compared to $3.70 in 1955 


on fewer shares. 


Capital expenditures have been bud- 
geted at $18 million in 1956; $17 mil- 
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MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 
Contributing Editor 


lion in 1957; $9 million in 1958; $9 mil- 
lion in 1959; $16 million in 1960. 


100,000 shares of common were sold 
in April to bring in about $5 million; 
80,000 shares of preferred are scheduled 
this year for $8 million and $18 million 
in bonds will be marketed in 1957. No 
common stock split is presently contem- 
plated. 

Before New York Society of Security 
Analysts, May 9. 

CENTRAL ILLINOIS PUBLIC 

SERVICE COMPANY 


M. S. LUTHRINGER, president 


Excluding income from “nonrecurring 
or temporary sales of power” average 
dividend payout for past seven years 
was about 70% which “constitutes a rea- 
sonable payout over a period of years.” 


First quarter results indicate that the 
Annual Report’s estimate of 1956 earn- 
ings “about the same as in 1955” is con- 
servative. 

Before New York Society of Security 
Analysts, May 16. 


EASTERN AIR LINES, INC. 
THomas F. ARMSTRONG, president 


A 12% annual increase in seat miles 
is estimated over the next 6 years. 123 
new aircraft to cost $364 million are on 
order. 


“By years, the program calls for 6,653 
million seat miles in 1956: 7,621 million 
in 1957; and 9,398 million in 1958. 
Propjet Electras coming into the fleet 
will increase seat miles in 1959 to 12,185 
million; the first of the straight jets will 
bring this figure to 14,314 in 1960, and 
in 1961, with the fully expanded fleet 
in operation, we will be producing at 
the rate of 17,345 million seat miles an- 
nually.” 

Funds will be provided by a $90 mil- 
lion Equitable loan and cash throw-off 
from depreciation totalling $290 million 
over 6 years. 


Before New York Society of Security 
Analysts, May 8. 


HOOKER ELECTROCHEMICAL CO. 
R. LinpLey Murray, chairman 

Sales of $100 million and $1.90 a 
share for fiscal 1956 are forecast to 
compare with $94 million and $1.72 for 
fiscal 1955. 

$2.5 million is budgeted for research 
for the fiscal year ending November 30. 


Construction has started on the $12 
million plant in British Columbia to pro- 
duce chlorine and caustic soda. 


Before Security Analysts of San Fran- 
cisco, May 18. 


INLAND STEEL CO. 


Russe_u L. PETERS, vice president and 
chairman of finance committee 


Sale of debt securities will supply part 
of the $280 million for expansion. De- 
tails for 1956-58 were disclosed Nov. 3 
to N. Y. Analysts without mention of 
public financing. 








Members of National Federation of Finan- 
cial Analysts Societies who attended the 
group’s recent ninth annual convention, 
toured scientific and industrial facilities in 
the Boston area. In accompanying photo- 
graph, Dr. Denis M. Robinson, president of 
High Voltage Engineering Corp., Cambridge, 
describe operation of his company’s Van de 
Graaff supervoltage particle accelerators, 
used in cancer therapy, nuclear physics re- 
search, radiation processing and industrial 
radiography. 
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“Traditional” debt ratio of Inland of 
3314% is now 20%. Conversion. of 
$22.5 million of bonds leaves only $2 


million of convertibles outstanding. 


Depreciation equals 41% of Inland 
capital expenditures in last 10 years. In- 
land and the steel industry must rely 
heavily on retained earnings to build 
needed plant. The level of earnings re- 
quired may necessitate higher steel 
prices. 


Beforé St. Louis Society of Financial 
Analysts, May 2. 


KAISER ALUMINUM anp CHEMICAL 
CORPORATION 


DonaLp Brown, vice president and 
treasurer 


In the past ten years gross national 
product increased 77% and_ primary 
aluminum capacity increased 273%. 
Fabricators number 24,000 today com- 
pared with 4500 in 1946. Kaiser alone 
produces more primary aluminum today 
than the entire domestic industry in 


1946. 

To increase annual primary capacity 
from 433,500 tons to 587,000 tons and 
to provide greater product diversifica- 
tion Kaiser will spend $178 million. $30 
million was raised in May through sale 
of 444% convertible preference stock. 
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PRO BLEMS 


in Washington? 
i 


When you 
have fiduciary 
or other 
financial 
problems in 
the Nation’s 
Capital that 
require 
prompt, 
careful 
action, call on 
American 
Security. 

We will be 
happy to 
serve you. 


American Security 
& TRUST COMPANY 


Daniel W. Bell, President 
Washington, D. C. 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 


A new series of 444% first mortgage 
bonds due in 1981 has been sold to in- 
stitutions to provide $120 million. Bal- 
ance of funds will be provided by cash 
generation and a $17 million advance 
from Anaconda under a long term alum- 
inum contract. 


New capacity of 587,000 tons is to be 
attained by 1958. Forging capacity will 
be increased. Purchase of Foil Kraft, 
Inc. placed Kaiser in aluminum food 
container business. A new plant for foil 
is under construction at Wanatoh, Ill. 

Before Cleveland Society of Security 
Analysts, May 8. 


MIDDLE SOUTH UTILITIES, INC. 
Epcar H. Drxon, president 


“Because 
many people 


of Dixon-Yates, a great 

including some Con- 
gressmen and newspapermen — learned 
for the first time that TVA pays no in- 
terest on its appropriation; that it pays 
no federal taxes and only nominal state 
and local tax equivalents; that TVA’s 
steam capacity soon will be about twice 
its hydro capacity and that TVA is no 
longer a social experiment, but a huge, 
government-owned, electric power sys- 
tem whose supporters claim the obliga- 
tion on the part of the federal govern- 
ment to support the power needs of a 
single area in parts of seven states... 


“On December 13th we filed an appro- 
priate action in the U. S. Court of Claims 
asking to recover $3,534,778.45, plus in- 
terest and certain other items represent- 
ing our expenses and the expenses of 
others in connection with the (Dixon- 
Yates) contract.” 


Before Investment Analysts Society 
of Chicago, May 3. 


THE NEW YORK, CHICAGO & 
ST. LOUIS RAILROAD 
FreLIx S. HALEs, president 


Nickel Plate, as the largest carrier of 
Ohio mined coal, will lose tonnage if the 
I.C.C. does not rescind its order to re- 


store the reduction of 44-cents a ton 
which was initiated to combat truck 
competition. The restoration of rates has 
been ordered for July 9. 


Four month’s net of $2.68 a common 
share compares with $1.80 in 1955. 


$11 million for new equipment and 
$4. million for other capital expenditure 
are budgeted for 1956, about 45% high. 
er than last year. 

Before New York Society of Security 
Analysts, May 25. 


WHITE MOTOR COMPANY 
Rosert F. Brack, president 


1956 sales estimated at $200 million 
to return $6.25 to $6.50 a common 
share. Increases of 36% in sales and 
41% in net income were reported for 
the first quarter. 


Drop in auto production does not in- 
clude heavy duty trucks. Registrations to 
date in 1956 are 11.2% of all trucks 
compared with 8.5% last year and 4% 
in 1949. Rising labor costs necessitate 
greater pay-loads. Over-the-road regula- 
tions in many states have been liberal- 
ized to permit larger trucking units. 

White’s diesel engine of 170 to 300 
h.p. under road tests is said to provide 
the “most advanced and efficient diesel 
for truck use on the market today.” 

Before New York Society of Security 
Analysts, May 30. 

A A A 
@ Holders of Big Board stocks received 
a record $2,025,420,230 in dividends for 
the first quarter of ’56, a 22% increase 
over the year before. Of the 897 dividend. 
paying common stocks (83% of such is- 
sues traded), 459 paid more, only 40 less. 
Mining and automotive companies 
showed the largest increases, shipbuild- 
ing the only decline. 

A A A 
@® Edward W. Cox, vice president and 
trust officer of First National Bank of 
Kansas City, Mo., has been elected presi- 
dent of the Kansas City Society of Finan- 
cial Analysts. 
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Part of the 900 stockholders who attended the annual meeting of United States Steel on 
May 7 at Stevens Institute of Technology, Hoboken, N. J. 


U. S. Steel Cites Expansion — 
Financing Problems 


An expansion and modernization pro- 
gram that would cost $2,500,000,00( 
over a period of five years was an- 
nounced at the annual shareholders me:t- 
ing of U.S. Steel by chairman Roger M. 
Blough. The present quarter promises io 
be the most active in the company’s 
history, he said, and 1956 so far has 
surpassed 1955. Before the stock was 
split two-for-one last year the dividend 
was on a $3-a-year basis. The dividend 
now being paid is equal to $5.20 a share 
of the old stock. 


During the lasi ten years U. S. Steel’s 
plant and equipment costs have more 
than doubled, the chairman said. The 
present level of earnings, although high, 
is not enough to support or finance the 
contemplated cazi‘al expenditures. And 
new wage demands are being made this 
month. The “best and most logical solu- 
tion” offered by 
prompt 


the chairman was a 


revision of the depreciation 


laws. Otherwise profit margins will have 
to be increased by greater efficiency or 
raising prices, the latter being a last 
resort. 


The meeting, which was relatively 
quict and lasted two and a half hours, 
was attended by 900 shareholders. It 
was held in the field house of Stevens 
Institute of Technology in Hoboken, 
N. J. A tent was provided for registra- 
tien and a box lunch was served in the 
gymnasium. 


A minority resolution calling for one 
year terms for directors was overwhelm- 
ingly defeated. 

A A A 


® Membership of labour organizations in 
Canada has reached 1,346,000, the Min- 
ister of Labour recently revealed. Pre- 
liminary figures based on a survey of 
the Department of Labour January 1, 
1956 show a 6% membership increase 
over the previous year. Former TLC 
members numbered 640,000 and CCL 


92790 12n 
372,000. 
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@ Only 40% to 50% of workers who 
could get pensions under company pen- 
sion plans retire at age 65, according to 
industry estimates. Comparing this fact 
with the results of a Cleveland survey, 
which showed that 4 out of 5 workers 
would like to rest if they could, underlines 
the truth that it costs too much to quit. 
Unions, therefore, which worked hard for 
pensions at 65, now want a flexible re- 
tirement age. An extended report by 
U. S. News & World Report in its 
May 11 issue points out that only 
% of the 4.5 million retired workers 
who get Social Security pensions actually 
quit at age 65 in good health and of 
their own accord. There are 1.2 million 
people still at work who could retire 
on Social Service. Nearly two thirds of 
railroad workers and 85% of government 
workers stay on the job after the mini- 
mum retirement age. 


® Labor united in Canada when 1,600 
delegates recently put their seal of ap- 
proval on the merger of the Trades & 
Labor Congress of Canada and _ the 
Canadian Congress of Labor into the new 
Canadian Labor Congress. Claude Jodoin, 
head of TLC was named president of the 
new organization. Donald MacDonald, 
CCL secretary-treasurer, was given the 
same office in the merged federation; and 
Gordon Cushing, TLC secretary-treas- 
urer, became executive vice president of 
the new group. 





“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 


Trust Company 
Wilmington, Delaware 


Capital Funds .. . $ 26,350,932 
Total Assets ... . $290,530,343 








PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret, New York; Lecturer in Statistics, Yale University 


THE PAUL DOUGLAS SUBCOMMITTEE’S REPORT 


N APRIL 16 THE SENATE COMMIT- 
QO tee on Labor and Public Welfare 
transmitted to the Senate “for the pre- 
liminary consideration of the Congress 
and the public” the 366 page report of 
its Subcommittee on Welfare and Pen- 
sion Funds. This report (No. 1734 of 
the 84th Congress, 2nd Session) was 
the result of studies “directed at find- 
ing out whether further Federal legisla- 
tion is necessary to protect the interests 
of the beneficiaries in these [private 
employee welfare and pension] pro- 
grams.” In this reviewer’s opinion a 
browse through its pages is an absolute 
“must” for all those interested in pos- 
sible legislative developments in the 
pension and welfare field during the 
next year or two. 


The Douglas report is divided into 
two Parts, the first providing the “find- 
ings” and the second summarizing the 
surveys and investigations on which 
these findings were based. After a pre- 
liminary chapter on the growth and 
scope of pension and welfare plans, 
Chapter II describes the “abuses” in 
their administration, Chapter III the 
“inadequacies” of Federal and _ state 
laws, and Chapter IV the “need” for 
Federal legislation.. Some two hundred 
of the 279 pages of Part Two are de- 
voted to a valuable survey of the wel- 
fare and pension patterns in seven 
major industries (steel, automobile, 
coal mining, clothing, electrical, truck- 
ing and residential construction), to a 
study of three large systems (G. M., 
U. S. Steel and UMW), and to a sum- 
maty of specific investigations of five 
union locals (UAW-AFL Local 286, 
Philadelphia Fur Workers Local 53, 
etc.) and four insurance companies 
(Continental Assurance, Washington 
National, Eastern Casualty, Mutual 


Benefit Health and Accident). 


The “Conclusions and Recommenda- 
tions” of the Subcommittee are sum- 


*See, for example, W. C. Greenough, “A New 
Approach to Retirement Income,’’ Teachers Insur- 
ance & Annuity Association of America. 
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marized on pp 6-10. There are three 
conclusions: 


(1) Because of the widespread cov- 
erage of welfare and pension plans 
(75 million employees and depend- 
ents, nearly $7 billion of annual con- 
tributions and $20-$25 billion in re- 
serves) the Government has.“a grave 
responsibility for their sound opera- 
tion and to protect the equities of 
the beneficiaries and the public in- 
terest.” 


(2) The operation of these pro- 
grams is beset by “many abuses, 
problems, weaknesses and unsound 
practices.” 


(3) A Federal disclosure act would 
bring “a great measure of order to 
the operation” of such plans without 
“impairing their voluntary or free- 
bargaining character.” 


The most interesting part of the re- 
port describes how the Subcommittee 
came to the second of these conclusions. 
In Chapter II we find a recital of the 
“problems and abuses” that were found 
in the investigations. It is not so much 
that certain funds were dissipated or 
that unscrupulous individuals diverted 
large sums of money to their own use, 
as that existing safeguards against such 
practices are poorly understood or non- 
existent. Contrary to popular belief 
qualification by the Internal Revenue 
Service is not an assurance of “actu- 
arial soundness’—though we know that 
actuaries themselves have the most di- 
verse views on “soundness of a pension 
plan.” The unilateral administration of 
welfare and pension funds by manage- 
ment or by the unions seldom provides 
for an audit on behalf of the benefici- 
aries. Mismanagement and indifference 
have caused a serious dissipation of 
many funds and too little attention is 
paid to sound investment principles. 


Most of us have had little practical 
experience of these last “abuses.” But 
we may be surprised to read an “out- 
sider’s” views on something we en- 
counter every day without undue 
qualms. 


The Subcommittee is very critical of 
the secrecy on the part of management 
about actuarial cost estimates and about 
the dividend (or experience rating) re- 
ceipts under group insurance contracts. 
It is argued that since an employer’s 
contributions to a welfare and pension 
program are in the nature of compen- 
sation to his employees, the latter have 
the right to a full disclosure of the fi 
nancial details of the transactions with 
the insurance companies concerned and 
of any actuarial estimates made. And 
this holds good even when the employer 
has only guaranteed the benefits (rather 
than the costs) under the plan. The 
forthright statement of this view by 
a body of “informed outsiders” is 
bound to have considerable repercus- 
sions on future welfare and_ pension 
planning. 


It may also surprise us to find that 
insurance company practices come in 
for some harsh “These 
abuses include high commissions, ex- 


very words. 
cessive administrative fees, high insur- 
ance company retentions, unequal treat- 
ment of the policyholders, activities of 
unscrupulous brokers and agents, in- 
cluding embezzlement of premiums. .. .” 
In elucidation of this it is pointed out 
that the insurance company “retention” 
is defined to be the percentage of any 
year’s premium that is not utilized thal 
year to pay claims and dividends. This 
“retention” percentage thus includes the 
commissions and service fees also men- 
tioned in the quoted passage. For ex- 
ample, the Subcommittee found that, in 
1952, 79.5% of all group insurance 
premiums paid in this country repre 
sented benefits paid on death, accident 
or sickness, 8.0% was returned in divi- 
dends or experience ratings, while the 
remainder (12.5%) represented the in- 
surance company retention (Table 18, 
pp 317-318). About one-third of the 
“retention” was used to pay commis- 
sions and service fees. 


A 12.5% average “retention” is high 
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or low depending on the way you look 
at it but the Subcommittee considers it 
high because of the following insurance 
company practices: (a) payment of ad- 
ministrative fees to persons who per- 
form no services, (b) special arrange- 
ments with favored brokers, (c) in- 
consistent treatment of policyholders 
and (d) withholding dividends earned 
or charging excessive retentions. With 
regard to (d): “Testimony before the 
subcommittee that insurance companies 
pursue variable policies with respect to 
dividends or rate credit refunds is very 
clear. In its field investigations, the 
subcommittee found case after case in 
which insurance carriers after an ex- 
change of correspondence with policy- 
holders or their representatives have 
paid dividends that otherwise would not 
have been paid, or paid more because 
of pressure.” As one insurance official 
put it: “The squeaking wheel gets oil.” 


Although insurance companies were 
thus treated pretty roughly, corporate 
trustees came out rather well. The Sub- 
committee seemed a little upset that 
such trustees could not be held respon- 
sible for the “acturial soundness” of 
their plans and that they were often un- 
able to control investments that impair 
the equities of the beneficiaries. In par- 
ticular the Subcommittee noted that out 
of 3,191 plans trusteed with 64 of the 
largest banks, 65 had 10% or more of 
their assets invested in securities, obli- 
gations, leasebacks or other property of 
the employer. It was thought that “the 
question of the propriety of such invest- 
ments should be the subject of further 
study.” 


Let us now turn to the Subcommit- 
tee’s recommendations based on_ the 
analysis briefly summarized above. Be- 
cause it was felt that the problems could 
not be solved on a piecemeal basis by 
48 states acting individually, the Sub- 
committee recommended action at the 
Federal level. During a three-year period 
a disclosure act would require: 


(a) Registration, within 90 days, 
of all employee welfare and pension 
plans covering 25 or more employees. 


(b) An annual report on all plans 
covering 100 or more employees — 
though the Federal agency admister- 
ing the act should have discretion to 
require an annual report from partic- 
ular plans covering less than 100 
employees. 


(c) Disclosure of information in 
the annual report to plan beneficiaries 
and other interested parties. 


(d) Criminal penalties for wilful 
Violation. 
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(e) Administrative powers for the 
Federal agency administering the 
act, the constitutional authority for 
which would rest on jurisdiction over 
taxation, interstate commerce and the 
general welfare. 


(f) A report to Congress from the 
administrative agency after two 
years’ experience under the act. 


The Subcommittee was undecided which 
existing Federal agency should admin- 
ister the act or whether a new one should 
be created expressly for the purpose. On 
the whole it favored utilizing the S.E.C. 


Professionals in the pension field have 
been anticipating a move toward some 


form of “disclosure” legislation though 
the most common view has been that 
such disclosure would be at the state 
rather than the federal level. However, 
the Douglas report makes a strong case 
for Federal control of the reporting and, 
barring unforeseen developments, it is 
likely to be implemented. 


EQUITY ANNUITY PENSIONS 


The arguments in favor of the so- 
called “equity annuity pension” can be 
summed up as follows. If the contribu- 
tions made towards an individual’s pen- 
sion are invested in equities, the income 


For 
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from (and possible sales of) those equi- 
ties will produce a variable pension the 
amount of which will be roughly pro- 
portionate to the cost of living at the 
time the pension payments are made. 


The theoretical basis of the investment 
procedure just indicated is the proposi- 
tion that the dividends on a dollar in- 
vested in the year x will be roughly 
proportionate to the cost of living in 
the years x + 1, x + 2,x+4 3,... 
and so on. Statistics have been produced 
to substantiate this theory* but it is al- 
ways interesting to review other data 
bearing on the subject — particularly 
when the figures were not prepared to 
justify the equity annuity procedure. 
Let us, therefore, look at some indices 
calculated by H. W. Haycocks and J. 
Plymen in their recent paper “Invest- 
ment Policy and Index Numbers” (to be 
printed in the 1956 Transactions of the 
Faculty of Actuaries, Edinburgh, Scot- 
land). 


In the adjoining table the columns 
headed “Index of retail prices” are those 
for Great Britain and are based on the 
London and Cambridge Economic ser- 
vice up to 1950 and on the Ministry of 
Labour figures thereafter. The “Divi- 
dends Index” was obtained by summing 
the dividends derived from a_hypo- 
thetical investment in 1929 in the 48 
stocks selected by Moody’s Economic 
Services for a British “Blue Chip” equity 
index. 


Our hypothetical investor purchasing 
a portfolio of equities at the height of 
the boom saw only a 22% reduction in 
his dividends in the worst slump years. 





Index of 
retail Dividends 
Year prices Index 
| 100 100 
31 ue: 94 88 
2 an 91 78 
aati 89 78 
34 89 84 
35 91 92 
2 Nae 93 98 
37 98 107 
Be accu 99 106 
39 101 99 
40 118 93 
Mai oy 3 129 89 
42 138 88 
43 142 92 
44 145 94 
45 147 94 
46 149 108 
47 15 119 
48 ra 114 
49 176 118 
BO) 22 180 122 
cv ae 198 141 
ors 216 146 
53 222 154 
54 ie 227 180 
a 233 198(est.) 





This is a much smaller fall than would 
generally be assumed for those years by 
investors who fear an equity investment. 
We observe, too, that our hypothetical 
investor in British equities suffered the 
same 22% reduction when World War 
II was at its height — though this time 
his loss was not matched by a fall in 
the cost of living. In fact our 1929 in- 
vestor has “lost” in relation to the cost 
of living in 21 out of the 26 years in 
which he has received dividends. And in 
15 of those 21 years his relative “loss” 
has exceeded 20%. 
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We can think of three possible an- 
swers to the disquieting statistics of this 
table. The first would be that dividends 
just don’t behave so awkwardly in this 
country. This answer may be right but 
we can’t subscribe to it. 


The second answer would be that the 
period chosen is altogether too abnormal 
to be representative of what is likely to 
happen in the future. Our reply to this 
is that it is in just those periods of rapid 
inflation that the pensioner needs pro- 
tection against the loss in value of his 
income. If our pensioner had been 65 
years old in 1930 his income would have 
sufiered a 20% reduction in real value 
by the time he was 75 and would only 
have recovered some of this by 1955 — 
when he was 90! 


The third answer would be that a pen- 
sioner does not depend for his pension 
on an investment made at the time he 
retires. In general the money set aside 
(in equities) for his retirement would 
be in the form of a series of installments 
over the years of his active employment. 
Thus his pension would be based on 
dividends accruing from _ investments 
made at different price levels in differ- 
There might thus be a 
tendency for the overall dividend index 
to approach more nearly to the index 
of retail prices. 


ent years. 


Although such an argument may have 
some validity it can easily be shown to 
be false in certain circumstances. Sup- 
pose, for example, that the 1929 invest- 
ment discussed above were replaced by 
ten investments in the years 1930-39, 
respectively, each such investment being 
one-tenth of the amount previously en- 
visaged. The prices at which these in- 
vestments were made are assumed to 
be 100, 80, 65, 95, 110, 120, 140, 137, 
110 and 107, resectively, being the index 
numbers of the prices of 96 shares 
chosen by the Investors Chronicle (see 
the Haycocks-Plymen paper already re- 
ferred to). Although these 96 shares are 
not those whose dividends have already 
been discussed it would seem that the 
discrepancy on this account is likely 
to be small. The effect of this installment 
purchase of pension is to multiply each 
Dividend Index since 1939 (see above 
table) by 98.7% — a negligible change. 


It must be emphasized that the data 
here discussed do not invalidate the 
theorem stated in our second paragraph 
of this topic. But they clearly indicate 
that the “rough” proportionality of divi- 
dends and retail prices may be very 
rough indeed. And they certainly tend 
to justify the opinion that the yield of 
equity investments in a pension fund 
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should be smoothed or “graduated” by 
the employer before being passed on to 
the individual employee. 

A A A 


Commingled Pension Funds 
Gain Favor 


Guaranty Trust Co. of New York re- 
ports enthusiastic response from its pen- 
sion and profit sharing customers to the 
idea of participating in the two com- 
mingled funds recently established for 
employee benefit trusts. The trust com- 
pany has not received responses from all 
of its customers for whom participation 
in the Funds was suggested, but all of 
the reactions so far have been favorable. 
Guaranty considers the commingled 
funds to be appropriate and desirable 
mediums of investment for individual 
employee benefit trusts ranging up to 
$4 or $5 million. It visualizes participa- 
tion by even larger trusts as the com- 
mingled funds themselves grow in size. 


Participation in the two commingled 
funds is restricted to Treasury quali- 
fied employee benefit trusts of which 
Guaranty Trust Co. is sole trustee and 
which by their terms specifically au- 
thorize such participation. The purpose 
of establishing two commingled funds, 
one to be invested only in common 
stocks, the other in investment exclusive 
of common stocks, is to provide a 
medium for collective investment of em- 
ployee benefit trusts so as to make it 
possible for the participating trusts to 
diversify their assets between common 
stocks and other types of investments 
according to the specific characteristics 
and needs of the various trusts. 


A A A 


New Guide for 
Employee Plan Rulings 


The Internal Revenue Service has 
issued Rev. Proc. 56-12 setting forth 
detailed rules as to the procedure for 
obtaining an advance determination 
letter for qualification of employees 
trusts. Such requests should be addressed 
to the local District Director. The Na- 
tional Office will issue rulings on the 
taxability of beneficiaries. Jurisdictional 
limits of the national and local offices 
and rules for appeal are included. 


A A A 


@ A clerical worker at Sears, Roebuck 
& Co. with 15 years’ service has $21,679. 
Another employee of 28 years’ standing 
has $49,312, and a 65-year-old retiring 
employee with 34 years’ service had 
$82,467 . . . These startling figures were 
reported in a New York Times study of 
Sears’ remarkable pension fund which 
how stands at $860,207,000. 
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Estate Planning Libraries 
Set Up 


The Estate Planning Sections of Jack- 
son Libraries recently established by the 
Estate Planning Council of Mississippi 
(see May issue, p. 421) consist of the 
following books: 


In Jackson Municipal Library 
(primarily for public): 

Estate Planning, Research Institute of 
America 

Why Life Insurance, James S. Drowry 

How to Save Estate and Gift Taxes, 
J. K. Lasser 

Economics 
Hueber 


of Life Insurance, S. S. 


Estate Planning, Joseph Trachtman 

Theory and Practice of Estate Planning, 
René A. Wormser 

Estate Planners Handbook, Shattuck and 
Farr 

Building an Estate Under Current Eco- 
nomic Conditions, Hilbert Rust 

Tax Planning for Estates, W. J. Bowe 

In State Library (New Capitol) 
(primarily for professional groups) : 

Estate Planning, James Casner 

Federal Income Taxation Trusts and Es- 
tates, Lloyd W. Kennedy 

Estate Planning & Estate Tax Saving, 
E. N. Polisher 

The Life Insurance Policy Contract, 
Harry Krueger & L. T. Waggoner 

Lifetime & Testamentary Estate Plan- 


ning, Harrison Tweed & William Par- 
sons 





Drafting Wills & Trust Agreements, Ad- 
ministrative Provisions, Dispositive 
Provisions (2 vols.), Gilbert T. 
Stephenson 


Estate Tax Techniques, J. K. Lasser 


Trusts AND EstaTEs has been placed 
in both libraries, the only publication 
so chosen. The Journal of Chartered Life 
Underwriters was selected for the Muni- 
cipal Library, and the Journal of Ac- 
countancy for the State Library. 

A A A 
Drafting Contest Winners 


On May 3, 1956, the Marine Trust 
Co. of Western New York was host at 
a luncheon at Hotel Statler to the ten 
students who were finalists in the 3rd 
Annual Legal Instrument Drafting Con- 
test, sponsored by the bank in collabora- 
tion with the Law School of the Uni- 
versity of Buffalo. The problem was 
drafting a short term trust agreement. 


First prize of $100 went to Herald 
P. Fahringer, Jr. John M. Galvin, vice 
president of the trust company also pre- 
sented checks to the three other cash © 
prize winners and gave certificates of 
honorable mention to the remaining six 
students. Attorneys Joseph Swart, Robert 
O. Swados and Donald F. Runyan 
judged the instruments. 

A A A 

@ Winners of Security Trust Co.’s (Lex- 
ington, Ky.) third annual will drafting 
contest open to seniors at the Uni- 
versity of Kentucky College of Law 
were awarded prizes by vice presidert 
Robert K. Landrum at the Law Day Con- 
vocation held May 4, 1956, Prizes were 
$100, $50 and $25. 
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TRUST PERSONNEL 


CALIFORNIA 
San Francisco James J. Blair advanced to asst. trust 
AMERICAN officer. 
TRUST Co. 
DELAWARE 
Wilmington - A. Cleaver Bolton, a trust officer, 
EQUITABLE elected vice president; J. Preston Mc- 
TrRustT Co. Carthy and George A. Reece promoted 


to trust officer. Bolton has been head 
of the estate analysis and planning division of the bank, 








A. CLEAVER BOLTON GEO. A. REECE 


J. P. MCCARTHY 


starting with Equitable in 1929 as a messenger in the trust 
department and becoming at one time head of the income 
tax division. A graduate of the Graduate School of Banking 
at Rutgers U., Bolton is past president of the Delaware 
Life Insurance and Trust Council. 


McCarthy joined the staff in 1941 and for the past several 
years has been assigned to estate administration. He is ma- 
joring in trusts at the Graduate School. 

Reece joined Equitable in 1946 and is presently assigned 


to the estate analysis division. Also a graduate of the 
Graduate School, he received the Young Man of the Year 





CHANGES 


INDIANA 
Evansville Edward R. Brashears has resigned 
NATIONAL as trust officer. 
City BANK 
South Bend Gilbert L. Vance promoted to assistant 
First BANK secretary and asst. trust officer in 
& Trust Co. charge of the trust division of the 


trust department; Corwin C. Cum- 


mins named asst. trust officer. 


KENTUCKY 
Ashland Paul W. Grumbles advanced to asst. 
SECOND cashier and trust officer. 


NATIONAL BANK 


Lexington 
First NATIONAL 
BANK & Trust Co. 


Edwin V. Mack, vice president and 
trust officer, elected also a director. 


MAINE 
Portland Carl Beyer, a practicing attorney, 
CANAL named trust officer. 


NATIONAL BANK 


MISSOURI 
St. Louis Herman E. Taylor appointed asst. 
MERCANTILE trust officer in the pension and estate 
TRUST Co. planning division of the trust depart- 


ment. Taylor was formerly tax at- 


torney in the trust department of UNION PLANTERS NATION- 
AL BANK in Memphis, Tennessee, and assistant secretary in 
the pension and corporate trust department at FIDELITY- 
PHILADELPHIA TRUST Co. He holds a B.A. and Bachelor of 
Laws degrees from the U. of Mississippi, and Master of Laws 





award in 1952. 


Miami 
PAN AMERICAN 
BANK OF MIAMI 


FLORIDA 


Gordon E. Warren appointed asst. 
trust officer in the newly organized 
trust department which is under the 
supervision of Horace K. Hays, vice 


president and trust officer. Both men were formerly with 
First NATIONAL BANK, Miami. 


Columbus 
FIRST 
NATIONAL BANK 


GEORGIA 


G. Alex Sears, Jr., resigned as vice 
president and trust officer of the bank 
to return to his law practice and de- 
vote his time exclusively to trust, 


probate and real estate law. 


Honolulu 
HAWAIIAN 
Trust Co. 


HAWAII 


U. J. Rainalter retired as president 
and manager, but continues as a di- 
rector. Succeeding him as president 
will be R. G. Bell until a permanent 


president and manager can be appointed. 


e 





HORACE K. Hays 
Miami 
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R. G. BELL 
Honolulu 


FRANCIS A. DEVLIN 
Pittsburgh 


in Taxation at New York U. 


St. Louis Samuel C. Davis advanced to a vice 
St. Louis president and a director. Davis joined 
TRUST Co. the trust company in 1933. 

NEW JERSEY 

Camden J. Dudley Hill named manager of the 
CAMDEN public relations department, previous- 
TRusT Co. ly having been executive secretary of 


the Camden Division of University 


College and Extension for Rutgers U. 


Camden 
FIRST CAMDEN 
NATIONAL BANK 


Evan W. Drake joined the bank as 
asst. vice president to work on the 
business development program. He 


& TRUST Co. comes from the First PENNSYLVANIA 
BANKING & TRUST Co., Philadelphia. 

PENNSYLVANIA 
Bristol Former asst. trust officer Harold F. 
FARMERS Hunter elected to the new post of 


NATIONAL BANK 


comptroller. 


Easton Harold E. Serfas elected an asst. trust 
EASTON officer. 
TRUST Co. 

Meadville William F. Hoke appointed a trust 


MERCHANTS NATL. 


BANK & TRUST Co. 


officer. 


Pittsburgh Francis A. Devlin elected asst. vice 
FIDELITY president with the estate planning de- 
Trust Co. partment. Previously asst. vice presi- 


dent in charge of estate planning for 


TRUSTS AND ESTATES 
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PoTTER BANK & TrRusT Co., Devlin holds an A.B. from the 
U. of Pittsburgh and an LL.B. from Duquesne U. Law School. 
Pittsburgh 

MELLON NATIONAL 


S. Davidson Herron, Jr., appointed in- 
vestment officer in the trust depart- 


BANK & TrRusT Co. ment. 
TENNESSEE 
Memphis (See St. Louis, Missouri) 
Nashville H. Leroy Austin, recently elected 
THIRD trust officer here, had resigned from 


NATIONAL BANK Security Trust Co. of Lexington, Ky., 


not Va., as incorrectly reported last 


month. 
TEXAS 
Houston Arthur Trum, vice president and trust 
TEXAS officer, moved up to head of the trust 


NATIONAL BANK department, upon the retirement on 
May 31 of John Dreaper, after 54 
years of service. Dreaper became an officer of the bank in 
1918, trust officer since 1925; for 31 years he acted as secre- 
tary of the trust committee of the board of directors. Thomas 
D. Anderson, vice president and trust officer, is resigning as 
of June 30. 


VIRGINIA 


C. Randolph Hudgins, Jr., resigned 
as asst. trust officer of the bank and 
has joined the investment firm of J. 
C. Wheat and Co. 


Leighton P. Roger elected a vice 
president, retaining also his present 
title of trust officer. 


Norfolk 
NATIONAL BANK 
OF COMMERCE 


Norfolk 
SEABOARD CITIZENS 
NATIONAL BANK 


Richmond Edwin W. Thompson advanced to 
First & MERCHANTS trust officer. 
NATIONAL BANK 


WISCONSIN 


George B. Luhman, president since 
1928, elected chairman of the board; 
John M. Nuzum promoted to the presi- 
dency; Phillip P. Nolte named execu- 


Milwaukee 
FirsT WISCONSIN 
Trust Co. 








J. M. NuzuM 
Milwaukee 


HENRI OUIMET 
Montreal 


CATHERINE B. CLEARY 
Milwaukee 


tive vice president, a newly created post; and Catherine B. 
Cleary made secretary of the board and the executive com- 
mittee and will continue as vice president. 
Waukesha 
FIRST 
NATIONAL BANK 


Robert L. Yopps, auditor, given the 
additional title of trust officer. 


CANADA 
Montreal W. W. Lewis, Manager, Victoria, ap- 
MONTREAL pointed inspector of branches at 
TrRustT Co. Montreal; B. P. Wickham, trust offi- 


cer, Montreal, appointed estates man- 
ager at Toronto; D. A. Mercer, manager, estates division, 
Toronto, appointed manager at Halifax; C. A. Irish, asst. 
manager of estates department in Vancouver, appointed 
manager; G. A. Brebner, manager of estates department in 
Vancouver, appointed manager at Victoria; and R. D. Fer- 
guson, investment officer at Victoria, appointed assistant 
manager. 


Montreal Frank S. Taylor, vice president and 
PRUDENTIAL managing director, elected president 
TRUST Co. and managing director. 

Montreal Henri Ouimet, general manager, ap- 


SOCIETE NATIONALE pointed president and general man- 
DE FIDUCIE 


ager. 

Toronto Rowan Coleman, B.A., LL.B., ap- 
CROWN pointed trust consultant. He is a grad- 
TRUST Co. uate of McGill and Daihousie. 

Toronto W. E. Danby appointed pensions of- 
ROYAL ficer. 

Trust Co. 








NEW TRUST POWERS 
AND MERGERS 

Miami, Fla. — PAN AMERICAN BANK 
OF MIAMI has been granted trust powers 
and opened a new trust department. 
(See Personnel Changes.) 

Topeka, Kans. — William M. Mills, Jr., 
a Topeka attorney since 1941, elected a 
vice president and head of the new trust 
department at MERCHANTS NATIONAL 
BANK. 

Buffalo, N. Y. — Directors approved 
merging of the LIBERTY BANK OF BUF- 
FALO into the MANUFACTURERS & TRADERS 
Trust Co., subject to stockholders’ ap- 
proval in mid-June. 

A A &é 
Director at Wrong Bank 

Bernard C. Baldwin, Jr., is a director 
of the Lynchburg (Va.) National Bank 
and Trust Co. and not of the other fine 
institution with which the editors identi- 
fed him in reporting his Virginia Trust 
Conference address at page 422 of thie 
May issue. 


Missouri. 





First Choice for Trust Service 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 
from other states to Missouri. 


St. Louis Union Trust Company 


Affiliated with the First National Bank 


in Missouri 


“Trust Service Exclusively” 


ST. LOUIS, MISSOURI 








June 1956 


575 








OOOO O9OSSOOOOOOOOOOOOO900OOOOOOO 


TRUST 
EMPLOYMENT EXCHANGE 
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Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Experienced trust officer with educa- 
tional background training and person- 
ality suitable for all duties and responsi- 
bilities in a bank. 66-1 

South Florida trust department seeks 
supervisor of operations of fast growing 
department. See ad H-66-2 

Nationally known estate planning life 
insurance organization in New York will 
have opening at year-end for trustman 
under 45 for office estate planning work 
and field selling. Minimum starting com- 
pensation $6,000 plus benefits. 66-3 

Investment analyst, 31, with 8 years 
diversified experiences, desires lifetime 
opportunity in growing institution, pref- 
erably Metropolitan New York, New Jer- 
sey area. 66-4 

Eastern Pennsylvania Bank with trust 
funds of approximately 12 million dollars 
seeking Assistant Trust Officer .. . not 
over forty years of age. 66-5 

Large trust department in Midwest 
seeks young attorney interested in trust 
and estate administration career. See 
ad H-66-7 





F ies 


I DON'T WORRY 
ABOUT MY ESTATE— 
I LEFT IT IN THE HANDS 
OF FIRST NATIONAL 
BANK OF NEVADA 





(} 
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; branches throughout Nevada 

FIRST 

i NATIONAL BANK 

of NEVADA 

| MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

Me -— — ee we eee ee ee ee ee eee ee ee eee ee ee 
576 





Fast growing trust department in Mis- 
souri has openings for young men in 
corporate trust division and new business 
solicitation; experience not essential. 65-1 


Texas trust department needs assistant 
trust officer under 45. See ad H-65-3 


New business attorney and trust officer 
wishes permanently to apply Masachu- 
setts rule near its source. 65-4 


Qualified trust development man ex- 
perienced in estate planning and taxation 
sought by medium size New York bank 
in metropolitan area. 65-5 


S & fm 
IN MEMORIAM 


PRESTON F. ARNOLD, vice president in 
the trust department of RHODE ISLAND 
HosPiItaAL Trust Co., Providence. 


WINSTON H. COMFOoRT, assistant trust 
officer, MERCANTILE TRUST Co., St. Louis. 


GEORGE M. WALLACE, chairman of the 
management committee and former presi- 
dent of SECURITY-FIRST NATIONAL BANK, 
Los Angeles. 


ERRATUM: KENNETH C. PFARRER, of 
Crocker-Anglo National Bank of San 
Francisco, was erroneously reported de- 
ceased last month. Our deepest apology. 


A A A 


Bankers Trust Streamlines 
Trust Activities 


To streamline 
trust service to cor- 
porations and indi- 
viduals, Bankers 
Trust Co. New 
York, has consoli- 
dated all its cor- 
porate, pension and 
personal trust 
facilities into a 
single trust depart- 
ment, under the direction of Brian P. 
Leeb, senior vice president and director. 





BRIAN P. LEEB 


M. Scovell Martin, vice president, who 
headed the corporate trust department 
under the prior structure, will join with 
William H. Moore, executive vice presi- 
dent, who has the direct responsibility 
for the promotion of the new business 
activities of the entire institution. For- 
mer corporate trust department opera- 
tions head, Edmund G. Farrell, vice 
president, has become actively engaged 
in the development of customers’ services 
in the banking department, under J. P. 
Dreibelbis, senior vice president. 


The new organizational plan for the 
trust department covers a five-division 
department. Corporate trust and agency 
administrative functions are grouped 
with the activities of the pension division 
in a corporate and pension division, 
headed by Wallis B. Dunckel, vice presi- 
dent. Personal trust functions are under 
the direction of W. A. Morgan, Jr., vice 
president, in the trusts and estates divi- 
sion, which includes investment advisory 


service. The investment research division 
is headed by Richard Shields, vice presj- 
dent. An over-all operations division is 
in charge of Harold P. Gundersdorf, vice 


. president, and the personnel administra. 


tion of the department is the responsi- 
bility of Joseph P. Kennedy, vice presj- 
dent. 


In discusisng the corporate aspect of 
this move, Mr. Leeb said, “Our studies 
convinced us that the rapid growth of 
both our corporate trust business and our 
pension business has brought us to the 
point where a unified operating unit, 
and a joint administrative staff, would 
make for better service to corporations, 
many of whom use both our pension and 
agency services. In the area of internal 
operations, many of the activities of cor- 
porate trust and pension work are very 
similar.” 

Mr. Leeb added, “Under the new plan, 
a greater degree of mechanization and 
integration of systems and machinery 
becomes not only feasible but practical. 
By consolidating this growing volume of 
work in one operation, we hope to effect 
economies never before possible, and at 
the same time offer additional and 
broadened opportunities to our staff.” 


ATTORNEY 
Major Midwest Bank 


The Trust Department of one of 
the largest barks in the nation, 
located in the Midwest, is seeking a 
qualified attorney under the age of 
33 who is interested in a_ profes- 
sional career in trust and estate 
administration work. No previous 
experience in these fields is neces- 
sary. Interested attorneys (includ- 
ing law school seniors) should sub- 
mit a personal photograph and an 
autobiographical resume. All com- 
munications will be held in strict 
confidence. 

Box H-66-7, Trusts and Estates 

50 East 42nd St., New York 17 











SOUTH FLORIDA 
TRUST OPERATIONS 


Man with imagination and _ ingenuity 
needed to supervise operations of rapidly 
growing department. Revise and _ install 
systems and procedures plus ability to 
organize and supervise personnel. 

Box H-66-2, Trusts and Estates 

50 East 42nd St., New York 17 








OPPORTUNITY 
FOR TRUST OFFICER 


Trust Institution in San Antonio, Texas, 
seeking qualified Assistant Trust Officer 
below age of 45. Position offers substan- 
tial opportunity for advancement. Full 
background information required. Salary 
open. Contact: 

Box H-65-3, Trusts and Estates 





50 East 42nd St., New York 17 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 

“Is your Will out of tune with the 
times?” inquires an ad of Seattle-First 
National Bank which points out how a 
year or two can bring significant changes 





is your Will 
out of tune 
with the 
times...? 







A year or two can bring many 
changes in your business and per- 
sonal affairs. That’s why we rec- 
ommend you meet with your 
attorney periodically—to make 
sure your Will is up to date. Next 
time you do, ask him about our 


<a trust and estate services. 
» 


aE. 
Washington's | INOW MWA ee OE toe 


Statewide | INTO AT 

















MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





in business or personal affairs. The same 
message is used in a series. each of 
which depicts a different cartoon char- 
acter as a musician. 


“Clothes — Cars — Wills all become 
out of date — and that could be serious 
with a will!” So’states an ad from First 
National Bank of Arizona which offers 
to assist the testator and his lawyer in 
the re-examination of the will. 


“... because Jim didn’t look ahead 
...  — with a picture of his widow 
talking to a friend — introduces Fort 
Worth National Bank’s ad based on a 
case history. “Jim” died in a highway 
crash leaving his wife and two children 
aged 4. and 6, but no will. The two minor 
children inherited half his community 
property. When the widow decided to 
live with her parents in another state, 
she found “that costly and time-con- 
suming court procedure was needed to 
sell her own home.” 


“How Mr. R. J. saved $24,100 on 
his estate taxes” is described in an ad 
of Bankers Trust Co., New York. Under 
his out-dated will, federal estate taxes 
would have been $59,100, but “advised 
by his lawyer and bank-executor” he 
revised the will to effect a tax saving of 
$24,100 and give his wife the use of an 
additional $41,600 during her life. The 
ad advises all those whose wills date 
before 1948 to review them now. 


“It takes understanding” to administer 
in estate an ad from National Bank of 
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Commerce, Norfolk, Va., states. Pictur- 
ing a father talking with his teen-age 
son, the ad explains that “as your 
executor, National Bank of Commerce is 
keenly aware that the human side of 
your estate is every bit as important as 
the legal or tax side.” 


“John left me everything but the in- 
structions” comments the widow pic- 
tured in an ad from Fidelity-Phila- 
delphia Trust Co. “Money is a human 
need . . . Financial security is every 
widow’s problem.” The text recites the 
case history of Mrs. Mary K. who in- 
herited insurance proceeds, stocks and 
bonds, and a bank account, but needed 
guidance. Her lawyer suggested a living 
trust. 


“Is Grace National equipped to help 
us set up a sound retirement program?” 
inquires the man in an ad from Grace 
National Bank, New York. The text 
answers his question, as might be ex- 
pected. This is one of a series of ads 
from this bank each of which poses a 
question about the institution and its 
services, and then gives the answer. 


“Your attorney is indispensable” 
observes an ad of Commerce Union 
Bank, Nashville, Tenn. The text points 
out that “a will prepared by your attor- 
ney is your best assurance that your 
family will benefit fully from the prop- 
erty you leave” and that “Commerce 
Union Bank’s knowledge and experience 
in settling estates and managing prop- 
erty can provide added safeguards if 
your will names the bank executor and 
trustee.” Copies of the ad were sent to 
attorneys with a covering letter. 


“The Quiz panel with the most 
answers is not on a TV network” points 
out an ad from Continental Illinois Na- 
tional Bank & Trust Co., Chicago. In 
this case the “panel,” which is pictured 
in the ad, is made up of seven officers 
of the bank, and the ad features the 
bank’s knowledge of “markets, credits, 
people and places.” The same idea could 
apply to the team of specialists within a 
trust department who provide the needed 
information for successful administra- 
tion of a trust or an estate. 


“The Greeks had a god for it,” com- 
ments Fiduciary Trust Co., New York, 
in an ad which explains that “Hermes, 
the ancient Greek god of commerce and 
trade, was endowed with supernatural 
powers to look after the property of his 
fellow deities on Mount Olympus... . 
Today no one has supernatural powers 








The Gree 
had a god for it 





From Fiduciary Trust Co. ad. 


. . . However, this Trust Company can 
provide you with an alert and resource- 
ful organization for the care and man- 
agement of your invested funds . . .” 
The same material was used by Fidu- 
ciary for an attractive mailing piece. 


Booklets 


Commerce Clearing House’s Federal 
Estate and Gift Taxes Explained, with 
the imprint of the bank, has been sent 
to local attorneys and insurance men by 
Johnstown (Pa.) Bank & Trust Co. The 
bank’s ad on the inside cover offers a 
pamphlet (see T&E Nov. °55 p. 985) 
describing how the Studley, Shupert 
Trust Investment Council enables a bank 
to make use of the investment know- 
ledge of S. S. for the better investing 
of the trust funds it administers. 


“The most important story you will 
ever write,” according to a booklet from 
Fulton National Bank, Atlanta, is the 
one you put in your will. “In order to 
provide a bright future” for your de- 
pendents, you can take certain definite 
steps. Among these, the booklet empha- 
sizes (a) make a will, (b) sign it, (c) 
keep it up to date, (d) name the bank as 
executor and trustee, (e) be sure your 
will is prepared by your attorney. Spot 
illustrations brighten the story, remov- 
ing the sense of gloom that some people 
might attach to the subject of wills. 


“Under the Trust Bushel” is a lot of 
light, and the current number of Union 
& New Haven Trust Co.’s “Journal” 
gives the lay reader a glimpse of that 
light. Starting with a reference to Trusts 
and Estates having cited a trust article 
in Business Week, the Journal points out 
that trust articles have also appeared in 
Readers’ Digest, Nation’s Business, Col- 
liers, and Changing Times, the Kiplinger 
magazine. It comments on the trust 
man’s recognition of the need to tell his 
own story, on the significance of trust 
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is ready to assist you when- be ; 
ever you desire an experienced  - 
representative in connection 
with estate administration or P IN CALIFORNIA 
i d_ bankin . ee , 
a — . Lo use our Specialized Trust Services for Corporate 
s ‘6 rae. . , . a 
Fiduciaries and Others Outside California 
—Ancillary administration for Non-Residents’ Estates. a 
Fees as per statute. 
Hartford —Holding title to, or managing Southern California 
National Bank - real estate for non-residents for ultimate inclusion 
- in domiciliary estate. Reasonable fees. 
an d = rust C ompany —Servicing of real estate loans in Southern California 
inne oni : = —— rin and life insurance companies. : 
easonable fees. : 
natant a —Securing approval of current trust accounting from E 
HARTFORD - beneficiaries residing in Southern California. No charge. 
WEST HARTFORD EAST HARTFORD . TRUST DEPARTMENT 
PO gee «> _ California Bank 
N : 629 SOUTH SPRING STREET, LOS ANGELES 54, CALIFORNIA 
NIANTIC OLD SAYBROOK 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 








Member Federal Deposit Insurance Corp. 
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REGULATIONS 
(Continued from page 507) 


the proposed regulations” indicate that 
the beneficiary’s final return must in- 
clude his share of the distributable net 
income of the trust based on the in- 
come of the trust to the date of his 
death. They say that the distributable 
net income of the trust is to be computed 
at the end of the year and indicate that 
the beneficiary’s final return is required 
to include the proportion of the dis- 
tributable net income represented by the 
ratio which his share of income received 
to the date of his death bears to the total 
shares of all beneficiaries for the tax- 
able year. The Revenue Service applied 
a similar rule under the 1939 Code.** 


This rule would be advantageous to 
decedents’ estates in some instances but 
not in others. It is probable that the 
regulations will be attacked in cases 
where they result in the payment of 
more tax on the decedent’s final return 
than would be payable on the return of 
his estate. In cases where the right of 
the decedent to income up to the date 
of his death would not be affected by 
subsequent losses or expenses of the 
trust, the rule suggested by the regula- 
tions would find support in Guaranty 
Trust Co. v. Commissioner,** which held 
under prior law that the final return of 
a deceased member of a_ partnership 
must include his share of partnership 


Sec. 1.652 (c)-1. 
See letter dated February 6, 1947 reported in 


1951-1952 Montgomery, Estates, Trusts, and Gifts 
246. 


4303 U.S. 493 (1938). 


income up to the date of his death. On 
the other hand, it can be argued by tax- 
payers that where a trust continues after 
the beneficiary’s death, there is no 
termination of an accounting period and 
no part of the trust income for the cur- 
rent year is includible in the decedent’s 
final return.*° 


Amounts Used to Discharge a 
Legal Obligation 


One of the most important provisions 
of the proposed regulations and one 
which is likely to lead to much contro- 
versy is that relating to income used 
to discharge a legal obligation. The 
regulations*® state as the general rule 
that trust income which is used to dis- 
charge a person’s legal obligation is tax- 
able to that person as beneficiary. It 
makes no difference under this rule who 
the grantor may be. This is the same 
rule which appeared in the regulations 


under the 1939 Code.?* 


The proposed regulations*® set forth 
certain qualifications of the general rule. 
They say that the term “legal obligation” 
includes a legal obligation to support 
another person “if, and only if, the legal 
obligation is not affected by the ade- 

° : 3° 
quacy of the dependent’s own resources. 
As an example, they say that a parent 
has a legal obligation to support his 
minor child if under local property law 
property or income from property owned 

*See Girard Trust Co. v. United States, 182 F. 
2d 921 (3rd Cir. 1950); Commissioner v. Mnookin’s 
Estate, 184 F. 2d 89 (8th Cir. 1950), relating to 
taxation of income of a continuing partnership. 

Sec. 1.662 (a) -4. 


*7Reg. 118, Sec. 162-1(f). 
*8Sec. 1.662 (a) -4. 
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by the child cannot be used fer his 
support so long as his parent is able 
io support him. They say, on the other 
hand, that if under local law a mother 
may use a child’s own resources to sup- 
port him, in lieu of supporting him her- 
self, no obligation of support exists, 
whether or not income is actually used 
for that purpose. Finally, they say that, 
in any event, the amount of trust in- 
come which is includible in the income 
of a person obligated to support a de- 
pendent is limited by the extent of the 
obligation under state law and _ that 
normally, the extent of a parent’s obli- 
gation to support will be determined 
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e A trust company provides a 
wide variety of personal, 
specialized services in all 
financial fields 


¢ Bishop Trust Company is 
observing its fiftieth year 
of experienced and skilled 
service in 


Stocks and Bonds 
Real Estate Sales, Rentals 
and Property Management 
Insurance 
Loans 
Financial and Estate Planning 
Trust and Estate Management 
Probate 
Agencies 
Guardianships 
Ancillary Administration 





BISHOP TRUST 


COMPANY, LIMITED 
MAIN OFFICE: King and Bishop Sts. 
WAIKIKI OFFICE: 2370 Kalakaua Ave. 
Honolulu, Hawaii 
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“by the family’s station in life and by 
the means of the parent without con- 
sideration of the trust income in ques- 
tion.” 


The meaning of these qualifications of 
the general rule is not clear. Suppose a 
wealthy grandfather creates a trust with 
direction that the income be used to 
maintain, educate and support his minor 
grandchild and that as long as the trust 
income is sufficient to support the child, 
the child’s father has no legal obligation 
to use his funds for the child’s support. 
Is the trust income taxable to the father 
to the extent that he would have had 
a legal obligation except for the trust 
income? Or, do the regulations mean 
that since the child’s income from the 
grandfather’s trust may be used for his 
support and is adequate for that pur- 
pose, the father has no legal obligation 
and is not taxable on any part of the 
trust income? The final regulations 
should clarify this point. In any event, 
the regulations make it clear that the 
maximum amount taxable to the father 
is the amount of his legal obligation, 
based on his income or property. 


Separate Shares Treated as 
Separate Trusts 


The regulations”® discuss the statutory 
rule that for the sole purpose of de- 
termining the distributable net income 
which is taxable to each beneficiary, 
where a single trust (but not an estate) 
has more than one beneficiary, sub- 
stantially separate and independent 
shares of different beneficiaries shall be 


Sec. 1.663 (c)-1. 


treated as different trusts. They point 
out that where a beneficiary receives a 
distribution of income or principal in 
excess of his separate share of dis- 
tributable net income for the taxable 
year, this rule will limit his taxable in- 
come to the distributable net income in 
which he is permitted to share and will 
prevent him from being taxed on a 
separate share of income of the same 
trust which is accumulated for the 
benefit of others. 


According to the regulations, the 
separate share rule may be applicable 
“to successive interests in point of time, 
as, for instance, in the case of a trust 
providing for a life estate to A and a 
second life estate or remainder to B.”°° 
It is not clear what the meaning of this 
provision is, as applied to a case where 
there is no accumulated income but 
where deductible items are paid from 
principal after an income beneficiary’s 
death. 

For example, suppose that a trust and 
its beneficiaries are on a calendar year 
basis and that income is payable to A 
for life and on his death the remainder 
is to be paid to B. Suppose that A 
dies on June 30, 1955, that the net in- 
come of the trust up to that date is 
$5,000, which is paid to A and his 
estate, and that the net income of the 
trust for the remaining part of 1955 
after A’s death, computed by taking de- 
ductions charged to income, is $5,000 
and is distributable to B. Suppose 
further that trustees’ commissions and 
attorneys’ fees of $6,000 are paid from 


80Sec. 1.663 (c)-1(c) (5). 








COMPLETE TRUST SERVICES FOR IOWA 


We invite you to use the complete facilities of our experienced 
trust department to fulfill your fiduciary needs in Iowa. 


[(OWA-DES MOINES 
NATIONAL BANK 


Member Federal Deposit Insurance Corporation 


Des Moines, Iowa e Founded 1868 











L. Raeburn Ham- 
ner, Jr., trust offi. 
cer of the Republic 
National Bank of 
Dallas, was in. 
stalled last month 
as president of the 
local chapter of 
Tax Executives In- 
stitute, Inc. Mem. 
bers of the Insti- 
tute are those not engaged in public 
tax practice who are employed by cor- 
porations and other businesses in an ex. 
ecutive or administrative capacity. 


L. R. HAMNER, JR. 





principal in 1955 after A’s death. so 
that the distributable net income of the 
trust for the entire year is $4,000. Since 
$5,000 is distributable to A and $5,000 
is distributable to B, is the result that 
5/10ths of $4,000 or $2,000 is taxable 
to A and $2,000 is taxable to B? Or. 
does the separate share rule mean that 
since the net income of the trust up to 
A’s death is $5,000, A is taxable on that 
amount and since the net income after 
A’s death is more than offset by the 
commissions and fees of $6,000, nothing 
is taxable to B? An example should be 
included in the regulations showing how 
the separate share rule operates in this 
situation. 


If the regulations mean that the 
amounts taxable to A and B are based 
on the respective amounts of dis- 
tributable net income computed to the 
date of death and from that date to 
the end of the year, they appear to be 
inconsistent with the portion of the 
regulations, relating to different taxable 
years, which provides that the amount 
taxable to a beneficiary who dies during 
the taxable year is based on the dis- 
tributable net income of the trust for 
its entire taxable year.*! 


The regulations*? provide that the 
separate share rule does not apply for 
the purpose of “the allowance to bene- 
ficiaries * * * on termination of the 
trust under section 642(h).” What does 
this mean as applied to the partial 
termination of a trust? Does it mean, 
for example, that if a trust terminates 
to the extent of one-half on the death 
of an income beneficiary, the remainder- 
men who succeed to that one-half are 
not entitled to the excess deductions 
attributable to that one-half? The statute 
does not seem to require that result. 


It is to be hoped that the final regula- 
tions will clarify these doubtful points. 


%1Sec. 1.652(c)-1(b). 
32Sec. 1.663 (c)-1(a) (2). 
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1955 A Fine Trust Year 


Banks 


Grace National Bank, 
New York 


Guaranty Trust Co., 
New York 


Tne Hanover Bank, 
New York 


Irving Trust Co., 
New York 


Manufacturers Trust Co., 
New York 


J. P. Morgan & Co., 
New York 


New York Trust Co., 
New York 


June. 1956 


Gross Earnings 


Gross income was the largest 
in the Department’s history 


... Net profit compared fav- 


orably with last year 


Fees and commissions were 
up sharply ... This income 
item, derived principally from 
fiscal agency operations, trust 
administration, and _ invest- 
ment advisory services, re- 
flected further growth in 
these areas 


Volume of Business 


We now have “trust new bus- 
iness” representatives in the 
field and with new emphasis 
on estate planning... Fidu- 
ciary accounts showed a 
marked increase in asset 
value during the year... 
The number of investment 
advisory accounts more than 
doubled . . . as did the total 
value of their assets 

Custody and escrow services 
continued satisfactory 


The continued growth of bus- 
iness has been gratifying, 
particularly the increasing 
number and volume of estates 
and investment service ac- 
counts ... The Pension 
Trust Department continues 
to serve a steadily increasing 
number of customers 


Many of the bank’s individual 
customers sought the person- 
alized will review and estate 
analysis services offered by 
the Personal Trust Division 

The Hanover was ap- 
pointed Manager-Custodian 
of Bank Fiduciary Fund, es- 
tablished by the New York 
State Bankers Association to 
provide Common Trust Fund 
facilities for qualified banks 
in the State 


Continued expansion lifted 
the volume in trust, invest- 
ment and agency business to 
new peaks ... A fine record 
was established in the vol- 
ume of will appointments... 
The total dollar volume of 
new trust and investment 
business was_ substantially 
higher than ever Two 
types of business have been 
in particular demand: invest- 
ment management service and 
pension and_ profit-sharing 


Our Personal Trust Depart- 
ment is serving more cus- 
tomers in various fiduciary 
and agency capacities than at 
any time in the past. New 
Business acquired set new 
records both in number of 
accounts and in dollar volume 

. In the field of pension 
and profit-sharing trusts 
a substantial increase in ap- 
pointments 


The Personal Trust Division 
had a successful year in all 
phases of its operations 


Annual Bank Report Survey: Part 4 


Common Trust Fund 


Our two Common Trust 
Funds continue to serve 
many trust accounts 


Our three Common Trust 
Funds continue to grow. Their 
aggregate market value at 
year-end was _ $46,100,000 
with 1,908 trusts 


Legal and Discretionary 
Common Trust Funds grew 
both in participating trusts 
and in dollar value 
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Banks 


United States Trust Co., 
New York 


Gross Earnings 


Genesee Valley Union 
Trust Co., Rochester 


Lincoln Rochester Trust Co., 
Rochester 


Security Trust Co., 
Rochester 


First Trust & Deposit Co., 
Syracuse 


First Bank & Trust Co., 
Utica 


Oneida National Bank 
& Trust Co., Utica 


Meadow Brook National 
Bank, West Hempstead 


County Trust Co., 
White Plains 


National Bank of 
Westchester, White Plains 


NORTH CAROLINA 


American Trust Co., 
Charlotte 


Commercial National Bank, 
Charlotte 


Wachovia Bank & Trust 
Co., Charlotte 


Volume of Business 


New assets received (exclu- 
sive of pension, profit-shar- 
ing and corporate trust ap- 
pointments) approximated a 
quarter of a billion dollars 
. . . We report a growing 
volume and a large number 
of new pension and profit- 
sharing plans 

Increases in assets and in 
trust appointments not yet 
operative 

Trust assets totaled $41,000,. 
000 in 1930; $100,000,000 in 
1939; $200,000,000 in 1948; 
in 1955 increased $21,066,542 
to a total of $296,644,260 ... 
The number of corporations, 
individuals and nonprofit or- 
ganizations using the Trust 
Dep’t services exceeds 3,000 


The year has been notable... 
for the progress of the Trust 
Department ... “The writer 
wishes to call your attention 
to the market value of our 
trust assets totaling in ex- 
cess of $312,000,000 as 
against a book value of $189,- 
505,000 — a clear indication 
of the expertness with which 
our Investment Department 
has handled our Trust and 
Agency Funds.” 

Substantial increase ... as 
executor and trustee, in 
profit-sharing and _ pension 
plans, and investment super- 
visory and custody accounts. 
Assets $58,940,855 including 
Trusts under Wills & Agree- 
ments $9,729,871; Executor- 
ships, Guardianships and 
Committeeships $1,197,561; 
Custodianships and Other Fi- 
duciary Accounts $48,013,424 


Emphasis on estate planning 
. . . Women’s Finance For- 
ums enthusiastically attended 
... Series planned for 1956 


Department now in perma- 
nent quarters in West Hemp- 
stead developed consistently 
and has been responsible for 
substantial new business for 
the bank 

Profitable year 


Marked growth ... Estate 
planning service added dur- 
ing the year and with in- 
vestment advisory service ac- 
counted for much of the 
growth in trust assets 


Net increase in assets was 
one of the largest of any 
year ... One of the best 
years in designations as ex- 
ecutor and trustee 

Substantial growth by our 
Trust Department ... Both 
number of customers and 
total assets have shown con- 
siderable increase 


Our Trust Department han- 
dles a larger volume of trust 
assets than any other bank in 
the South . . . now in excess 
of $465 million . .. More peo- 
ple named Wachovia as ex- 
ecutor than in any other year 
... We are now administer- 
ing 151 retirement plans with 
total assets in excess of $80 
million 


Common Trust Fund 


Common Trust Fund estab- 
lished 1954 has proved most 
successful 


Two funds are serving hun- 
dreds of beneficiaries 
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Banks 


OHIO 
First National Bank, 


Akron 


Gross Earnings 


Increasingly satisfactory re- 
sults 


Earnings were the highest on 
record 


Volume of Business 


Trust assets have market 
value over $100 million . 


A record high volume of new 
will appointments were re- 
ceived The volume of 
agency investment accounts, 
living trusts, real estate man- 
agement services, and pension 
trusts increased substantially 
We have been encouraged by 
additional business directed 
to... the trust department 
by stockholders 


The volume of business con- 
tinues to grow steadily . . 
Growing use of custody ser- 
vice and management of pen- 
sion and profit-sharing funds 
Number of customers served, 
total dollar volume of busi- 
ness transacted were the 
highest on record ... toa 
greater extent than is gener- 
ally realized, our business 
consists of investment advis- 
ory accounts and trusts car- 
ried on year after year 

Our Personal Trust Depart- 
mert one of the largest in 
the nation, serving thousands 
of persons in this country and 
abroad. Total trust assets at 
highest figure in our history 
The volume of business in- 
creased throughout all Divi- 
sions. Personal trusts and 
agency business reached new 
peaks . .. Substantial gains 
in the use of Investment Ad- 
visory Service... As a re- 
sult of Finance and Tax 
Forums and Estate Planning 
many new trust and agency 
accounts and appointments 
under wills were secured. 


Continues to show a steady 
increase . . . Designated by 
an expanding number of law- 
years, accountants, life un- 
derwriters and others . 

Assets substantially higher 

Individual trusts $11,561,749 


Individual trusts $14,530,839 
($12,674,014 in 1954) 


Continued growth in all 
phases of service ... particu- 
lar emphasis on profit-shar- 
ing and other employee re- 
tirement plans estate 
planning and investment ad- 
visory service also in strong 
demand 


Common Trust Fund 


On Oct. 31, 1955 General 
Trust Fund completed its 
tenth year with 1417 trusts 
participating 


Discretionary Common Trust 
Fund, established in 1954, 
more than doubled through 
additional participations 








ving Trust Co. officer signing part of 
100,000,000 RCA debentures for which bank 
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t 
Central Trust Co., 
Cincinnati 
First National Bank, 
Cincinnati 
Central National Bank, 
\- Cleveland 
Cleveland Trust Co., 
Cleveland 
National City Bank 
Cleveland 
Third National Bank, 
Dayton 
National Bank of Lima 
First National Bank, 
Mansfield 
Ohio Citizens Trust Co., 
Toledo 
is trustee, as noted in annual report. 
TES JUNE 1956 
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First National Bank & Trust Co., Tulsa. 
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INVESTMENTS 
$5,921,981 


FEES AND 
SERVICE CHARGES 
$1,334,612 
4.03% 
SAFE DEPOSIT RENTALS 
$269,772 
81% 


OTHER INCOME 
$843,249 
2.4% 








Sources of Income reported by First Penn- 
sylvania Banking & Trust Co., Philadelphia. 


Girard Trust 


One of series of cartoons in report of 
Corn Exchange Bank. 


TRUST COMMISSIONS 
} AND Fees | 
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Growth of income and principal commissions 
shown in report of Provident Trust Co. 


Philadel phia. 








Banks 


OKLAHOMA 
First National Bank & 
Trust Co., Oklhoma City 
Liberty National Bank & 
Trust Co., Oklahoma City 


Gross Earnings 


First National Bank & 
Trust Co., Tulsa 


National Bank of Tulsa Income 


showed satisfactory 
increase 


OREGON 


U. S. National Bank, 
Portland 


PENNSYLVANIA 
First National Bank, 
Allentown 


Lehigh Valley Trust Co., 
Allentown 

First National Bank, 
Altoona 

Bryn Mawr Trust Co., 
Bryn Mawr 

First National Bank, Erie 

Capital Bank & Trust Co., 
Harrisburg 

Dauphin Deposit Trust Co., 
Harrisburg 

Harrisburg National Bank 

Harrisburg Trust Co., 
Harrisburg 

Jenkintown Bank & 
Trust Co., Jenkintown 

Farmers Bank & Trust Co., 
Lancaster 


$44,478 compared with $45,- 
386 in 1954 


Montgomery Norristown 
Bank & Trust Co., 
Norristown 


First Seneca Bank & 
Trust Co., Oil City 
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Volume of Business Common Trust Fund 


Common trust fund completed 

four years with $1,944,000 
Steady growth . Assets 
$126,533,000 compared with 
$111,942,000 in 1954 ... ac- 
counts aggregated 1,204 for 
a gain of 101... the Depart- 
ment is custodian for securi- 
ties valued at $109,131,000 
representing an increase of 
$15,882,000 
Year-end values higher 
($221,153,053 compared with 
$181,164,463). Important fac- 
tors: estate planning and 
pension funds. 
Volume of business handled 
and amount of new trust 
business showed satisfactory 
increase .. . estate planning 
continues to be one of the 
most useful services ... the 
number of personnel was in- 
creased and the trust quar- 
ters remodelled and expanded 


Common trust fund completed 
first year with 49 trusts and 
$1,015,400 


Gain in assets received over 
distributions averaged 
$1,000,000 per month ... 
service rendered throughout 
the entire state 


Individual trusts $15,796,- 
836; Corporate trusts $7,030,. 
000 


Trust funds $13,004,548 
Personal trusts $8,850,510 
Trust funds $13,980,299 


Total trust funds $30,090,134 
Individual trusts $15,023,329; 
Corporate trusts $1,907,300 

Trust Funds $56,889,654; 
Corporate Trusts $28,926,000 
Trust funds $25,458,970; 
Corporate trusts $2,890,000 


Individual trusts $11,609,630; 
compared with $9,879,147 

A large volume of potential 
new trust business created 
through estate planning. . 
New accounts $3,251,711 ... 
Distributions $2,527,549 ... 
Year-end personal trusts 
$49,824,887 and _ corporate 
trusts of $4,385,500 


Trust funds $24,517,071 ($20 
million in 1954) 


The first annual report of the 
Legal Investment Trust 
Fund is available 
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Bank 


Oil City National Bank, 
Oil City 
Fidelity-Philadelphia Trust 
Co., Philadelphia 





: First Pennsylvania Branking 
& Trust Co., Philadelphia 


Frankford Trust Co., 
Philadelphia 

Girard Trust Corn 
Exchange Bank, 





Philadelphia 
ssions Liberty Real Estate 
Co., Bank & Trust Co., 
Philadelphia 
Philadelphia National Bank, 
oted Philadelphia 
) 
Provident Trust Co., 
Philadelphia 
Tradesmens Bank & 
eted Trust Co., Philadelphia 
and 


Commonwealth Trust Co., 
Pittsburgh 

Fidelity Trust Co., 
Pittsburgh 


Mellon National Bank & 
Trust Co., Pittsburgh 


Gross Earnings 


$2,867,450 compared with 
$2,671,639 in 1954 
$3,274,477 compared with 


$2,943,379 in 1954 


$3,793,000, which was $106,- 
000 above 1954 and an all 
time high 

Operations profitable ... 
$387,948 compared with 
$352,421 


$1,837,600 or $99,100 above 
last year’s total ... again 
produced net operating profit 
Well above previous year 


Compensation for services 
reached a new high... due 
to careful supervision of ex- 
penses an increasingly large 
proportion of these revenues 
has been carried through to 
the overall earnings of the 
bank 


Volume of Business 


Trust funds $33,762,268 com- 
pared with $39,884,885 

Over $1,448,000,000 in 7,038 
accounts, an _ increase of 
$168,000,000 


Assets approximate $2 billion 
. .- New business reached all 
time high of $72,128,300 
Trust funds and agency ac- 
counts $16,091,478 

Exceeded $1,600,000,000 ... 
Received $86,000,000 in new 
business 

Substantial increases in num- 


ber and value raised total 
funds to new peak .. .en- 
couraging increase in num- 


ber of will appointments... 
Pension plans increasing 
Increased $60 million in two 
years, less than half of this 
from mergers . . .Marked in- 
crease in will appointments 
Philabank (employee 
benefit plan) Plan attracted 
impressive number of parti- 
cipants in first 14 months 


Substantial new assets 
brought total to $700,000,000 
(market) 

Substantial rise ... Satisfac- 
tory number of new will ap- 
pointments . . . noteworthy 
increase in investment man- 
agement services . pen- 
sion and profit-sharing strong 
Trusts now total $99,939,609 
($75 million in 1954) 


A most successful year... 

asset net gain of $9, 500, 000 
to total of $403,841, 490, a 
new all time high and in- 
crease over 1954 of $9,300,- 
000 (Trust assets are often 
carried at values far below 
present market. The true 
measure of responsibility is 
almost twice above amount) 

Services continued the ex- 
pansion in evidence over sev- 
eral years ... Volume of as- 
sets and number of individual 
accounts reached new high 
levels . . . Favorable recep- 
tion of estate planning indi- 
cates continuance of trend 


Common Trust Fund 


Discretionary Common Trust 
Fund $98 million and 2500 
trusts; Legal Fund $19.8 
million 

Present value of two Funds 
approximately $110,000,000 


Two Funds total over $106,- 
000,000 and 3,922 trusts 


Discretionary Common Trust 
Fund, started June 2, 1947, 
continues to grow 


Established first Phila. Com- 
mon Trust Fund to be all in 
common stock 


Two Funds $72,000,000 and 
still growing 


Funds had steady growth... 
$30 million and 1600 trusts 
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Trust Earnings 


Companion charts showing growth 

of trust assets and gross trust earn- 

ings of Fort Worth (Tex.) National 
Bank. 
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Bank 


Peoples First National Bank 
& Trust Co., Pittsburgh 


Union National Bank, 
Pittsburgh 


Berks County Trust Co., 
Reading 


Scranton Lackawanna 
Trust Co., Scranton 


Third National Bank & 
Trust Co., Scranton 

First National Bank & 
Trust Co., Waynesboro 

First National Bank & 
Trust Co., Waynesboro 


Miners National Bank, 
Wilkes-Barre 

Second National Bank, 
Wilkes-Barre 

Western National Bank, 
York 

York Trust Co., York 


RHODE ISLAND 
Rhode Island Hospital 
Trust Co., Providence 
SOUTH CAROLINA 


South Carolina National 
Bank, Charleston 


First National Bank, 
Greenville 


TENNESSEE 


First National Bank, 
Memphis 


National Bank of Commerce, 
Memphis 


First American National 
Bank, Nashville 


Third National Bank, 
Nashville 


TEXAS 


Mercantile National Bank, 
Dallas 


Republic National Bank, 
Dallas 


Texas Bank & Trust Co., 
Dallas 

Fort Worth National Bank, 
Fort Worth 


National Bank of Commerce, 
Houston 


Texas National Bank, 
Houston 


Gross Earnings 


$253,156 compared to $207,- 
469 in 1954 


$252,246 compared to $253,- 
236 in 1954 


9.86% of total bank income 


Best in history 


Profitable 


Net earnings exceeded any 
previous year 


Greater than any other year 


9.5% of bank earnings 


Trend of gross earnings con- 
tinued upward to an all time 
high 





Volume of Business Common Trust Fund 


Trust funds $248,805,155, an Common Trust Funds provide Fr 
increase of $17,290,808 a diversification of risk , 

equivalent to that enjoyed by 

our largest trust accounts 
A substantial number of new : 
appointments as executor and Na 
trustee under both testamen- ‘ 
tary and living trusts 
Assets have grown over $13,- 
000,000 in 3 years to total of Stock investments in opera- 
$55,620,586 (compared to _ ition 
$53,354,492 in 1954) Corpo- ‘ 
rate trusts $13,450,269 com- 
pared to $10,760,741 
$65,353,909 (book value) Pe 
compared to $65,775,424 in 
1954 
Trust funds $12,079,141 com- First year of Diversified 
pared to $11,553,820 in 1954 Legal Fund very satisfactory , 
Individual trust funds $11,- Pi 
168,234 : 
$11,168,234 of which $9,148,- a! 
707 is invested in stocks and 
bonds 
$34,889,994 compared to $34,- N: 
486,195 in 1954 “ 
Individual trust funds $25,- 
122,952 
Individual trust funds $12,- 
161,774 
Total trust funds $14,555,390 


Fund for Legal Common 


Steady growth 
the department 


throughout 


Trust departments, operated The 

in Charleston, Columbia and 

Greenville, again experienced 

a year of growth 

A new high in assets... Ste 

Steadily increasing demand r 
- more customers ... more 

investment advisory accounts 

and estate planning 


first Common Trust Fir 
Fund in South Carolina was ] 
established in Charleston 


Vi 
Number of accounts and val- ; 
ue of assets far exceeded any 


previous year Co! 

Continued interest in tax sav- October 31 marked the end 

ing, estate planning of the first year of operating 
a Common Trust Fund 
Results from Fund _ estab- Fir 
lished in 1953 most satisfac- I 
tory 

Increase in number of estates 

administered and in over-all 

trust assets ... Emphasis on 

estate planning Pa 


Per 
Number of pension and profit- 0 
sharing plans increased ma- Sez 
terially . . . Corporate Divi- I 
sion becoming increasingly 
important 
Record volume of business 
. steady increase in value 
of trust assets 


Substantial increase ee ; 


err oS Ole 
Personal trust assets set new Common Trust Fund assets A 
records in both cumulative total $6,228,429 on Nov. 30 § Na 
value and dollar amount of with 220 trusts (established \ 
year’s increase... A steadily in 1948) 

growing field is that of trus- 

tee under employee benefit Wh 
plans é 
Very satisfactory growth... 

Total assets increased more 

than any other year, as did Ma 
number of new will and trust I 
appointments 

Number of agency customers Va 
growing ... also employee - 
benefit plans 


. Bly 
Trusts aNnp Estates 
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Bank 


Frost National Bank, 
San Antonio 


Gross Earnings 


Income earned was the high- 
est in history 


National Bank of Commerce, 
San Antonio 


UTAH 


First Security Corp., 
Salt Lake City 


VIRGINIA 


Peoples National Bank, 
Charlottesville 


Increase in fees received 


First National Trust & 
Savings Bank, Lynchburg 
Lynchburg National Bank & 

Trust Co., Lynchburg 


$155,907 compared with 
$151,387 in 1954 


National Bank of Commerce, 
Norfolk 


Seaboard Citizens National 
Bank, Norfolk 


Central National Bank, 
Richmond 


First & Merchants National 
Bank, Richmond 


State-Planters Bank & 
Trust Co., Richmond 


Virginia Trust Co., 
Richmond 

Colonial-American National 
Bank, Roanoke 


Highest in history 


First National Exchange 
Bank, Roanoke 


WASHINGTON 
Pacific National Bank, 
Seattle 
Peoples National Bank 
of Washington, Seattle 


Seattle-First National 
Bank, Seattle 


Accelerated growth 


Best earnings in 50 years 


Seattle Trust & Savings 
Bank, Seattle 


Old National Bank, 
pokane 


National Bank of 
Washington, Tacoma 
WEST VIRGINIA 
Wheeling Dollar Savings 
& Trust Co., Wheeling 
WISCONSIN 


Marshal & Ilsley Bank, 
Milwaukee 


Increased 20% over 1954 
Satisfactory net 


Most profitable year 


Marine National Exchange 


Largest in history 
Bank, Milwaukee 


luNE 1956 


Volume of Business 


Volume of business handled 
was the highest in history 
. .. Total assets $35,107,162 
compared with $31,526,600 in 
1954 (book values) 

Many accounts have been 
added 


Increase in volume of busi- 
ness 


Assets valued at customers 
cost were $28,419,617, an in- 
crease of $2,674,786 over last 
year. Accounts increased by 
78 to a total of 797 

The value of trust assets of 
the combined bank is well 
over $40,000,000 (First Na- 
tional Bank and the Lynch- 
burg Trust & Savings Bank 
merged) 

Continued growth shown with 
a net increase of $1,375,000 
Potential nwe business about 
the same as last year ($25 
million) ... named trustee by 
$20 million Chesapeake Bay 
Ferry Commission 
Continued growth ... estate 
planning the fastest growing 
function of the department 
The number of trust accounts 
and the value of trust assets 
increases year by year 
Continuous and gratifying 
growth 


The entire fourth floor and 
a portion of the fifth have 
been redecorated and are de- 
signed to provide efficient and 
attractive quarters for this 
important banking function 


More and more customers 
over the past decade 
Volume reached an all time 
high . . . increase in number 
of employee benefit funds, 
and charitable funds 

Assets $30,949,940 represent- 
ing a gain of $4,746,084 ... 
More wills were filed with us 
than in any previous year 


New high in total assets and 
accounts (all categories) 
Continued growth at acceler- 
ated rate 

Assets increased 11.6% to all 
time high .. Living trusts and 
agencies, probate appoint- 
ments, employee benefit plans 
increased significantly 


Greatest year ... New and 
total trusts increased 
Assets increased moderately 


The most active year... 
many new, sizeable trusts 


Personal, court, corporate and 
other trusts $47,689,971 


Assets and accounts set new 
highs . . .Have added to per- 
sonnel and facilities 

Volume of new business ex- 
panded at accelerated rate 


Common Trust Fund 


Our First Common Trust 
Fund completed its 5th year 
Oct. 31 with assets of $2,066,- 
770 compared with $1,760,476 
a year before 

A Common Trust Fund 
has been inaugurated 


Established a common trust 
fund in 1953 ... the only one 


Our investment policy is re- 
flected in the Common Trust 
Fund which has book value 
of $1,404,055 with 182 trusts 


Discretionary Common Trust 
Fund has market value over 
$4,000,000 and 131 accounts 


Discretionary Common Trust 
Fund has made trust service 
available to those in moder- 
ate circumstances 


Legal Common Trust Fund, 
established in 1954, has in- 


creased and _ fulfilled its 
promise 
The Common Trust Fund 


established in 1949 is now 
valued at $3,841,392 with 210 
trusts 


Fund continues to grow in 
size and popularity 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


ESTATE TAX 


Limited right to invade corpus not 
sufficiently broad to constitute power of 
appointment. Decedent’s will provided 
that trustee was authorized to pay to 
surviving widow such sums out of trust 
principal “as and when she may demand, 
for her use and/or the use or benefit of 
our children as she deems advisable.” 
Commissioner disallowed marital deduc- 
tion which was claimed for value of 
property passing under this power on 
ground that surviving spouse did not 
have unlimited power to invade corpus. 


HELD: For Commissioner. The inten- 
tion of testator to be gathered from 
reading of will was that surviving 
spouse should have right to draw down 
only so much of corpus as might be 
necessary for her personal use or for 
use or benefit of children. There would 
be unused part of corpus to be retained 
for benefit of children. Absolute discre- 
tion is not to be inferred in absence of 
clear and definite language. Reasonable 
judgment and testator’s natural concern 
for his children negatives intention to 
grant unlimited power to wife to de- 
mand entire corpus. Est. of Tarver v. 
Comm., 26 T.C. No. 27, May 8, 1956. 


Reciprocal trusts not to be founded 
upon inferences of fact. Decedent’s wife 
created trust, income to be accumulated 
during her life and paid to husband for 
life if he survived her, with remainder 
over to son or his issue. Decedent cre- 
ated similar trust for benefit of wife 
after his death. There was no evidence 
linking trusts together, except that 
trusts were created and later amended 
on same dates. Commissioner included 
wife’s trust in decedent’s taxable estate 
on theory that decedent was actual 
grantor of wife’s trust, and creation of 
one trust was made in consideration of 
creation of other. 


HELD: For taxpayer. None of facts 
expressly shows that decedent’s action 
brought about transfer made by his 
wife. Inference cannot be made in ab- 
sence of such facts linking two trusts 
together. McLain v. Jarecki, 7th Cir., 
Apr. 17, 1956. 


Incidents of ownership in life insur- 
ance held in trust. Insurance on dece- 
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dent’s life was purchased by his wife in 
1927. All rights of ownership vested in 
wife for her life, then in daughter for 
her life, and finally in decedent and his 
executors. Subsequently, policy together 
with other securities was transferred 
to trust created by wife. Current income 
of trust was to be used to pay insurance 
premiums. Any excess income was to be 
paid to wife for life and to daughter 
thereafter. Upon death of income benefi- 
ciaries, principal was to be paid to de- 
cedent, if still living, or to charitable 
foundation. Trust agreement could be 
modified, altered or revoked by dece- 
dent’s wife at any time with consent of 
decedent and daughter. Both decedent 
and wife made later contributions to 
trust; however, income from property 
contributed by wife was at all times 
sufficient to pay premiums on policy. 
Decedent died in 1948. Commissioner in- 
cluded entire proceeds of policy in dece- 
dent’s gross estate on theory that he 
possessed at his death “incident of own- 
ership exercisable either alone or in 
conjunction with any other person.” 


HELD: For Commissioner. Decedent, 
acting with wife and daughter, had 
power at any time until his death to 
determine ultimate distribution of in- 
surance proceeds. This power was inci- 
dent of ownership within meaning of 
Section 811 of 1939 Code. Est. of Karag- 
heusian v. Comm., 2nd Cir., May 7, 1956. 


Commissions earned on income re- 
ceived and distributed after decedent’s 
death deductible from gross estate. Es- 
tate claimed deduction for executor’s 
commissions computed upon income re- 
ceived and distributed by it after dece- 
dent’s death. Commissions had been al- 
lowed by Probate Court. Commissioner 
disallowed deduction. 


HELD: |For estate. Activities of ex- 
ecutor were directed toward distribu- 
tion of estate assets. Considering many 
problems involved in settling estate and 
resultant extended length of time re- 
quired, commissions were properly in- 
curred in activittes connected with ad- 
ministration of estate. Est. of Hubbard 
v. Comm., 26 T.C. No. 19, Apr. 27, 1956. 


Transfer of securities by decedent and 
wife from themselves as tenants by en- 
tirety to themselves individually not 
held to be in contemplation of death. 


Decedent and wife, owners of certain 
securities as tenants by entireties, trans. 
ferred them to themselves individually, 
Commissioner included value of all se. 
curities in estate as transfer made in 
contemplation of death. 


HELD: For taxpayer. Interest of de- 
cedent was no greater before transfer 
than after it. Thus, only half retained 
would be included in decedent’s estate. 
(Commissioner has acquiesced.) Est. of 
Carnall v. Comm., 25 T.C. No. 78, Dec. 
28, 1955. 


Bequest to Bar Association in trust 
for preservation of books in law library 
qualifies as charitable deduction. Dece- 
dent made bequest to Philadelphia Bar 
Association, in trust, to apply income 
toward preservation of books in its law 
library. Commissioner disallowed chari- 
table deduction claimed on ground that 
bequest was to bar association which 
does not qualify as charitable organiza- 
tion under Section 812(d) of 1939 Code. 


HELD: For taxpayer. Bequest is de- 
ductible if made pursuant to statute to 
trustee to be used exclusively for liter- 
ary or educational purposes. Facts indi- 
cated that operation of library constitu- 
ted literary or educational function. Use 
of trust fund to preserve its books con- 
tributes to that function. Est. of Auden- 
ried v. Comm., 26 T.C. No. 12, April 20, 
1956. 


Bequest to use “excess income” from 
cemetery perpetual care fund for beauti- 
fication and improvement of cemetery 
qualifies as charitable deduction. Dece- 
dent bequeathed approximately $50,000, 
in trust, to apply net income therefrom 
for perpetual care of family burial plot 
located in church-owned cemetery. Trus 
tee had right to use “excess income” for 
beautification and improvement of said 
cemetery. Commissioner determined ordi- 
nary and necessary maintenance of cell 
etery lot to be $2,500 and disallowed 
balance of full amount which had bee! 
claimed. Estate argued that to exter 
amount is not deductible as funeral & 
pense, balance here is deductible as be 
quest for religious purposes under Set 
tion 812(d) of 1939 Code (Sections 
2053(a)(1) and 2055 of 1954 Code): 
Commissioner maintained that bequest 
as applied to cemetery associations al 
not considered charitable contribution 
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HELD: For taxpayer. Here cemetery 
was owned and operated by specific 
church, “a religious corporation, oper- 
ated exclusively for religious purposes.” 
Church in whose behalf bequest is to be 
ysed is corporation operated exclusively 
for religious purposes. Trust for upkeep 
of cemetery attached to church is trust 
for religious purposes and as such qual- 
ifies as deduction under Code. Est. of 
Audenried v. Comm., supra. 


Deduction for executor’s commissions 
not to be limited to amount allowed as 
deduction for state inheritance tax pur- 
poses. In account filed with local state 
court, full amount of executor’s com- 
missions claimed in account was al- 
lowed. Lesser figure was allowed for 
state inheritance tax purposes. Commis- 
sioner limited deduction to amount set- 
tled upon for state inheritance tax. 
Estate claimed larger amount. 


HELD: For estate. Amount allowed 
by law of jurisdiction is amount allow- 
able for Federal estate tax purposes. 
Est. of Audenried v. Comm., supra. 


Transfer to take effect in possession 
wr enjoyment at or after death includible 
in gross estate. Trust instrument pro- 
vided that net income of trust was to 
te paid to decedent’s daughter for life 
vith remainder over to her descendents. 
It was further provided that if at time 
if grantor’s death he had not created 
trust fund in at least equal amount for 
tach of his other three daughters, or 
iff net value of his estate was greater 
than $40,000, or if daughter should pre- 
decease grantor without children or is- 
sue surviving, then property was to go 
to testamentary trust created by testa- 





tor. Commissioner included value of 
trust property in gross estate. 


HELD: For Commissioner. Whether 
designated beneficiaries would take un- 
der trust was dependent upon situation 
existing at time of decedent’s death. Up 
to time of his death, decedent could 
alter testamentary trust provisions of 
his will. Accordingly, ultimate posses- 
sion or enjoyment of property was held 
in suspense until moment of grantor’s 
death. Therefore, transfer was intended 
to take effect in possession or enjoyment 
at or after death and was thus includible 
in estate. Est. of Tarver v. Comm., supra. 


Transfer of property with retention of 
right to income includible in gross estate. 
Decedent created inter vivos trust to 
which he transferred certain property, 
income from which was to be used for 
upkeep of property, payment of charges 
on property, payment of sum certain 
to his wife for life, with balance to be 
paid to decedent for life. Commissioner 
included value of property, less value of 
wife’s life estate, in decedent’s gross 
estate. 


HELD: For Commissioner. Here dece- 
dent retained for his life right to in- 
come from property. Such interest is 
includible in decedent’s gross estate. Est. 
of Tarver v. Comm., supra. 


Notice of deficiency mailed more than 
one year after executor’s request for 
special audit held valid. Concurrent with 
filing of estate tax return executor, pur- 
suant to Section 825(a) of 1939 Code, 
requested early audit and discharge 
from further liability. More than year 
later, Commissioner forwarded executor 
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notice of deficiency. Executor contended 
that he was discharged from personal 
liability, and notice was void as having 
been sent to improper party. 


HELD: For Commissioner. Notice is 
valid. It does not purport to determine 
personal liability against executor. Fail- 
ure to determine amount of estate tax 
within period prescribed by Section 825 
does not relieve estate from liability or 
preclude valid issuance of notice of de- 
ficiency respecting liability of estate. 
Further, executor of estate is proper 
representative for purpose of receiving 
such notice. Est. of Tarver v. Comm., 
supra. 


GIFT TAX 


Exclusion allowed against gift in trust 
where trustee had power to invade 
corpus. Taxpayer created trust which 
provided that income be paid to. his 
wife for life with remainders to third 
parties. Trustee had power to pay wife 
so much of principal as was deemed ne- 
cessary for her maintenance and sup- 
port but with due regard to her other 
sources of funds. Taxpayer possessed 
substantial assets in addition to those 
transferred to trust, and also enjoyed 
sizeable yearly income. His wife had 
assets in her own right. Nevertheless, 
they lived simply and frugally. Both 
were approximately sixty years old. In 
gift tax return, taxpayer deducted an 
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exclusion on account of gift to wife. 
He also deducted one-half of value of 
gift in remainder, his wife having con- 


sented to such gift. Commissioner dis- 
allowed exclusion and right of donor 
to gift splitting provisions of Code on 
ground that value of interest trans- 
ferred to wife was not ascertainable 
since trustee could destroy income inter- 
est by distribution to her of principal. 
Furthermore, since income interest was 
not determinable, remainder interest 
was not ascertainable and severable. 


HELD: For taxpayer. Power to in- 
vade corpus was found to be sufficiently 
limited in view of taxpayer’s resources, 
mode of living, and independent source 
of wife’s funds. There was no likelihood 
of exercise of power. Interests were, 
therefore, ascertainable. Est. of Chis- 
holm v. Comm., 26 T.C. No. 29, May 11, 
1956. 


REVENUE RULINGS 


Income Tax: Distribution from quali- 
fied employees’ profit-sharing plan of 
lump-sum payment upon termination of 
participation not long-term capital gain. 
Employees’ profit-sharing plan provides 
that at close of year in which employee 
reaches age 60, he must retire from plan 
and terminate his profit-sharing employ- 
ment. He is then eligible for lump-sum 
distribution of amount standing to his 
credit in trust. Section 402(a)(2) of 
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1954 Code provides with respect to qual- 
ified trusts that if total distributions are 
paid within one taxable year of distribu- 
tee on account of employee’s death or 
other separation from service, amount of 
such distribution, to extent exceeding 
amounts contributed by employee, shall 
be treated as long-term capital gain. 


Service rules that in order to obtain 
benefit of long-term capital gain treat- 
ment, employee must have completely 
severed his employment at time distribu- 
tion is received. Termination of partici- 
pation in plan without complete sever- 
ance of employment is not deemed sepa- 


ration from service. Rev. Rul. 56-214, 
I.R.B. 1956-20 p. 12. 


Employee security benefit accounts 
held to constitute separate trusts. Under 
general Trust Agreement, company plan 
is to be established under which em- 
ployer will set up separate individual 
Security Benefit Accounts for each eli- 
gible employee. Employer under plan is 
obligated to make maximum contribu- 
tions of $600 which are to be distributed 
to employee in specified amounts during 
certain lay-off periods or to employee’s 
beneficiary or estate in case of death. 
National bank is to administer fund and 
although company can modify and term- 
inate trust, no change may result in 
diversion of fund to employer. 

Service rules that separate trust is 
created for each employee and as such 
is governed by tax rules pertaining to 
trusts generally. Further, any such con- 
solidated funds are “common _ trust 
funds,” and if maintained in accordance 
with rules and regulations of Board of 
Governors of Federal Reserve System, 
such fund is not subject to income tax. 
Partnership return, however, must be 


filed for purposes of information only. 
Special Ruling, March 22, 1956. 


A A A 


Will Drafting Contest Winner; 
Named 


The winners of the 1956 Will Drafting 
Contest sponsored by American Trust 
Co., Charlotte, N. C., have been an. 
nounced by B. W. Barnard, senior vice 
president and senior trust officer as fol. 
lows: 

First place to Frank Pleasants Mead. 
ows, Jr., a student at Wake Forest Col. 
lege who will receive $200; 
































Second place to Ernest Edward Han. 
bleton, Jr., a student at Duke University, 
who will receive $100. 

Four other winners receive $50 each, 

The judges for the contest this year 
were Charlotte attorneys O. W. Clayton, 
Howard Arbuckle, and Benj. S. Horack. 
American Trust Co. in cooperation with 
the Schools of Law of the three education. 
al institutions (U. of N. C. is the other) 
has sponsored a Will Drafting Contest 
for the past nine years. 


A 2 A&A 
Bank Bench Bar 


Upward of 600 members of the Bar 
in Erie, Niagara, Orleans, Genesee, 
Wyoming and Cattaraugus Counties 
were guests of the Marine Trust Co. of 
Western New York to hear the Hon. 
David W. Peck, Presiding Justice of the 
Appellate Division, First Department of 
the Supreme Court of the State of New 
York, speak on “Modernizing Trial Prac. 
tice; the Economic Benefits.”’ This was 
the fifth annual meeting of its kind and 
the interest and appreciation of the lav- 
yers have been evidenced by the constant 
increase in attendance. 
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E. C. SHAPLEY HIGHLEY 


PENNSYLVANIA'S FIDUCIARY LAWS REVISED 


Contributing Legal Editor for Pennsylvania 


HE Legislature recently made sub- 
gee changes in the Wills, In- 
testate and Estates Acts of 1947, in the 
Fiduciaries Investment Act of 1949 and 
in the Orphans’ Court, Register of Wills 
and Incompetents’ Estates Acts of 1951, 
as well as in other statutes relating to 
wills and trusts. 


The changes in the Intestate Act re- 
late principally to the clarification and 
amplification of the $10,000 allowance to 
the surviving spouse. If there is a par- 
tial intestacy, the amount received by 
the spouse under the will is treated as 
a payment on account of the allowance: 
Sec. 2 (3). The complicated procedure 
arising from permitting the spouse to 
select the real or personal property for 
the allowance has been eliminated by the 
removal of the right to select and con- 
idering the allowance as a_ preferred 
daim against all the assets and none in 
yarticular: Sec. 10. Where the allow- 
ance consumes the estate, the procedure 
is made the same as where the allowance 
is less than the whole estate: Sec. 11. 
These changes, effective April 1, 1956, 
diminate nine fairly long paragraphs of 
the Act. An amendment to Section 12 
implifies the method of payment of the 
(ommonwealth’s share in an intestate 
state. 

WILLS ACT 

The changes in the Wills Act cover a 
1umber of points. The will of a testator 
lomiciled outside of Pennsylvania but 
within the United States which has 
teen proved according to the law of the 
lomicil is valid to pass property in Penn- 
ylvania: Sec. 4. This amendment may be 
‘coupled with the changes in Section 306 
if the Register of Wills Act. Provision 
§ there made to permit submission of 
additional evidence to the Register to 
‘upplement proof that is otherwise de- 
‘eetive under Pennsylvania law only in 
‘ases of wills probated originally out- 
ide of the United States. Previously 
this could be done in respect to all wills 
trobated outside of Pennsylvania but in 
view of the changes in Section 4 of the 
Wills Act this authority is unnecessary 
for U. S, wills. 

The section of the Wills Act revoking 
the provisions of the will in favor of 
the other spouse upon divorce has been 
tewritten to say that the provisions in 
favor of or relating to the other spouse 
hall be ineffective for all purposes upon 
livorce: See. 7 (2). Section 8(a) has 
ben broadened to require that an elec- 
ion, to take under or against a will 
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must apply to all property in respect 
to which an election may be made. This 
refers to Section 11 of the Estates Act 
enabling the surviving spouse to set 
aside a trust which would otherwise de- 
feat marital rights. An obvious error is 
corrected in Section 12 of the Wills Act 
and Section 14 (11) is repealed and its 
provisions made part of Section 14 (6) 
and (7) to make it clear that an adopted 
chiid is ineligible to receive a lapsed or 
void share of the estates of his natural 
parents. 


An important change occurs in Sec- 
tion 18 (b). Now any testator may ap- 
point a guardian of the estate of a minor 
not only for property given by the will 
but also for the testator’s life insur- 
ance, annuity contracts, any inter vivos 
gifts to the minor of which the testator 
contributed the major part, damages for 
testator’s death, pension or death bene- 
fits arising from testator’s employment 
or membership in an organization pay- 
ing such benefits, and for the proceeds 
of testative trusts of which the testator 
is the settlor. This right does not exist 
if there is already an inter vivos ap- 
pointment. These changes in the Wills 
Act became effective April 1, 1956. 


ESTATES ACT 


The authority to terminate trusts un- 
der certain conditions in Section 2 of the 
Estates Act was extended to trusts 
“heretofore created” which is presum- 
ably aimed at the dicta in the decisions 
to the contrary. The right to release an 
income interest of a spendthrift trust 
is granted in the cases where the effect 
is to pass the released interest to the 
releasor’s descendants: Sec. 3. Sections 
6, 7 and 8 on income accumulations were 
not repealed but new Sections 6 and 7 
were inserted. The new Section 6 takes 
the approach that all directions to ac- 
cumulate are valid except those that ex- 
ceed the period of the rule against per- 
petuities measured by actual and not 
possible events. This is considerably 
longer than the prior permissible period 
which was generally limited to minority. 
The period begins to run at the expira- 
tion of the time when one person while 
living has the unrestricted power to 
transfer to himself the entire legal and 
beneficial interest. The limitation does 
not apply to charitable and pension 
trusts. 


The new Section 7 deals with the sub- 


ject matter of the old Section 8 in a 
simple fashion and provides that void 


accumulations belong to the person or 
persons in whom the right to such in- 
come has vested by the terms of the in- 
strument or by operation of law. This 
is a return to the law prior to 1949. 
There is no new counterpart of the old 
Section 7, which dealt (now unnecessar- 
ily) with the disposition of invalid ac- 
cumulations. The two new sections cover 
the same matters that required twenty 
paragraphs of the original Act. 


Important changes were made in Sec- 
tion 11. Brown Estate, 384 Pa. 99, was 
set aside and life insurance trusts were 
excepted from the right of election. The 
procedure for and the extent of the elec- 
tion is spelled out although it is the same 
as in the Wills Act, and the requirement 
that to elect under Section 11 the spouse 
also must elect to take against the will 
is repeated,.These amendments became 
effective April 1, 1956. 


ORPHANS’ Court AcT 


The Orphans’ Court Act was amended 
in various sections to provide for ex- 
clusive jurisdiction over estates of in- 
competents in all counties except Phila- 
delphia and to give exclusive jurisdic- 
tion over inter vivos trusts to the Or- 
phans’ Court of Philadelphia County 
where jurisdiction had been concurrent 
with the Common Pleas Courts. Sections 
744, 745 and 746 give the Court broader 
powers to have a jury decide issues of 
fact but make the verdict conclusive 
only if it satisfies the Court’s conscience, 
returning to the earlier state of the law. 
These amendments took effect January 
1, 1956. 


FIDUCIARIES ACT 


In The Fiduciaries Act of 1949 a defi- 
nition of “first complete advertising” was 
added to Section 102. In the settlement 
of small estates under Article II pro- 
vision is made for the payment of ac- 
crued pension as well as accrued salary 
up to $250 to the family. The maximum 
estate for settlement under this Article 
is raised from $1,000 to $1,500. A cor- 
responding raise is inserted in Sections 
731 and 1001. The family allowance has 
been made payable to the children who 
are members of the same household as 
the decedent rather than to children who 
form part of the decedent’s household, 
to take care of the case where the de- 
cedent lived in a child’s household: Sec. 
211, 


For the purpose of service of process, 
letters may be taken out in any county 
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if the decedent was not domiciled or did 
not own property in any county in the 
State: Sec. 301. Sections 401 and 402 
were radically changed to eliminate the 
need for the appointment of appraisers. 
All that is required is that the per- 
sonal representative determine the val- 
ues by whatever methods he wishes. Ob- 
jections to the inventory are to be made 
and heard in the same manner as objec- 
‘tions to an account: Sec. 405. 


Section 673 was clarified to state clear- 
ly that death does not shorten any 
period of limitation that would be al- 
lowed if the decedent had continued to 
live. Section 732 relating to distribution 
without audit has been rewritten as to 
real property; provision is made for fil- 
ing a lien by a creditor within one year 
of the first complete advertising, which 
shall last for five years after decedent’s 
death or until an account is filed or 
ordered to be filed, whichever is the 
shortest period. 


A new Section, 737, covers distribu- 
tions to iron curtain beneficiaries. Sec- 
tion 804 was changed slightly to cover 
charges created by agreement and Sec- 
tion 983 was changed to make the sec- 
tions relating to trusts conform with the 
changes in the general provisions of the 
Act heretofore mentioned. Section 1101 
has been rewritten without substantial 
change. 


MISCELLANEOUS ACTS 


The Incompetents’ Estates Act of 1951 
was re-enacted but not repealed on Feb- 
ruary 28, 1956 under the title of the 
\ncompetents’ Estates Act of 1955. The 
principal change was to remove juris- 
diction to the Orphans’ Courts of all 
counties except Philadelphia, and except 
as to Philadelphia and as to estates over 
which the Common Pleas Courts have 
already taken jurisdiction, the 1951 Act 
has no application. An important pro- 
cedural change is that at the death of the 
ward the guardian may be discharged of 
liability by the decree of distribution 
of the Orphans’ Court in settling the 
accounting of the personal representative 
of the ward, thus saving a double ac- 
counting. 


The Fiduciaries Investment Act was 
amended to add the obligations of the 
International Bank for Reconstruction 
and Development to the legal list: See. 
38. Section 8 was revised in respect to 
fractional mortgages and fractional in- 
terests in government obligations. These 
changes were effective October 22, 1955 
and December 15, 1955 respectively. 


The Orphans’ Court Partition Act of 
1917 was repealed as of January 1, 1956 
in respect to persons dying after Decem- 
ber 31, 1949 because the Fiduciaries Act 
of 1949 adequately covers the subject. 

Acts Nos. 62, 157 and 158 deal with 
the affairs of deceased veterans. Act No. 
192 authorizes the payment of building 
and loan shares held upon _ tentative 
trusts to the beneficiary if over 16 years 
of age at the death of the settler. 


A @&@ Aa 


LEGISLATION AFFECTING 
TRUSTS AND ESTATES 


Report #3 
MASSACHUSETTS 


Ch. 316: Increases from $10,000 to 
$25,000 minimum share of spouse in 
estate of intestate who leaves no issue 
(applicable to decedents dying on or af- 
ter Jan. 1, 1957); but limits right of 
election to take against will to former 
amount of $10,000. 


Ch. 317: Extends statute dispensing 
with formal administration to estates 
of persons who at death were receiving 
relief, support or assistance under Chap- 
ters 117 or 118. 


(NoTE: Ch. 250 in last month’s report 
should have been numbered 257.) 


NEw YorRK 


Ch. 365: Corrects cross reference in 
allowable exemption for estate tax pur- 
poses, resulting from prior elimination 
of credit for property previously taxed. 


Ch. 629: Redefines property acquired 
by bequest or inheritance for determining 
cost basis, to include all property ac- 
quired from decedent where part of his 
gross estate. 








| When in need of — 








Fiduciary Service in New Jersey 


A cordial invitation is extended to consider the facilities of 


alle 
Morristown Trust 
OM pany 


DENVILLE 


Member Federal Reserve System 


MORRISTOWN 


Member Federal Deposit Insurance Corp. 


MORRIS PLAINS 























TEES 


Ch. 774: Requires registration, ex. 
amination and departmental supervision 
of employee welfare funds. 


Ch. 788: Extends rule permitting ma. | 


jority of trustees to vote stock to fidu- 
ciaries under inter vivos instruments, 


Ch. 803 & 951: Make bonds of West- 
chester County Parkway Authority and 
Brooklyn Sports Center legal for fidu- 
ciary investment. 


Ch. 879: Exempts from statute requir. 
ing withholding of income tax on com. 
pensation to non-resident employees 
amounts paid to or on behalf of em. 
ployee or his beneficiary from or to tax 
exempt pension trust. 


Ch. 918: Provides that action for re- 
covery of payments under pension, re- 
tirement or deferred compensation plan 
does not bar subsequent actions to re- 
cover payments thereafter becoming due, 


PENNSYLVANIA 


Act 501: Changes rate of inheritance 
tax on lineal descendants of legally 
adopted children to 2%. 


Act 518: Deletes “or any charitable, 
public or similar gift or bequest” from 
Section 4(b)4 of Estate Tax Apportion- 
ment Act of 1951. 


Act 557: Authorizes investment of 
funds of foreign trusts by foreign cor- 
porate fiduciaries in Pennsylvania real 
estate. 


RHODE ISLAND 


H.B. 6138 (subs. A): Adopts model 
statute permitting gifts of securities to 
minors under prescribed conditions. 


H.B. 995: Permits trustees to charge 
expenses, costs and compensation an- 
nually or from time tc time against prin- 
cipal as well as income. 


H.B. 997: Authorizes corporate fidu- 
ciaries to establish common trust funds. 


H.B. 1189: Provides that adopted child 
shall have same rights of inheritance as 
natural child; further provides that 
adopted child and descendants shall be 
deemed included within any limitation to 
lawful issue in instrument heretofore or 
hereafter executed unless contrary in- 
tention appears or estate has vested at 
time of enactment of this law; provides 
further that where adopted child is re- 
lated by blood to adopting parent, such 
child and his descendants shall inherit 
from and through such parent only as 
adopted child or descendants thereof and 
not by virtue of blood relationship. 


A A A 


@ Thirteen states now permit gifts of 
securities. to minors, according to a com- 
pilation by Commerce Clearing House. 
They are: California, Colorado, Con- 
necticut, Georgia, Michigan, New Jersey, 
New York, North Carolina, Ohio, Rhode 
Island, South Carolina, Virginia and 
Wisconsin. 
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ALLEN M. STEARNE, a Justice of the 
Supreme Court of Pennsylvania since 
1943 and Judge of the Orphans’ Court 
of Philadelphia for some 15 years prior 
thereto, during which time he achieved 
recognition as an expert on decedents 
estates law, left his entire estate for the 
benefit of his widow. She receives out- 
right all personal effects and the income 
from two equal trusts of the residue. 
As to the first, designed to qualify for 
the marital deduction, Mrs. Stearne is 
given the unrestricted right to demand 
any part or all of the principal from the 
trustees during her lifetime and an un- 
limted power to appoint the unconsumed 
principal by her will. 


As to the second trust, the trustees — 
Frankford Trust Co. of Philadelphia, 
Mrs. Stearne and the testator’s sister- 
in-law, also named executors — have 
uncontrolled discretion over distribution 
if principal for the widow’s comfort, 
naintenance and support or to furnish 
needed funds in the event of illness or 
ither emergency. The remaining portion 
of this trust is to be continued in trust 
for a daughter with similar powers in 
the trustees with respect to use of prin- 
cipal but limited to an aggregate distri- 
bution of one-half of the fund and one- 
fifth thereof in any one year. Upon the 
daughter’s death, the property passes to 
her children per stirpes. 

In giving the trustees authority to 
invest in any kind of property, Judge 
Stearne excepted mortgages secured sole- 
ly upon clubs, churches, hotels, office 
buildings, apartment houses, theatres, 
factories, loft buildings, garages or au- 
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tomobile service stations and fractional 
interests in any mortgage. 

WILSON McCarTHy, president of Den- 
ver and Rio Grande Western Railroad 
and a former director of the Reconstruc- 
tion Finance Corporation, left a gross 
estate of approximately $1,350,000, a 
portion of which passes by virtue of an 
insurance trust and joint tenancy. De- 
claring that, because the trust, created 
with The International Trust Co. of 
Denver, makes ample provision for his 
wife, he made no further provision for 
her in the will, Mr. McCarthy bequeathed 
his entire estate other than a $5,000 
legacy to his sister, to his five children 
outright. The trust company is named 
executor with his lone son. 


Otway H. CHALKLEY, former president 
and chairman of Philip Morris, Inc., left 
his residence and personal effects to Mrs. 
Chalkley. To a friend he bequeathed 
$25,000 less $2,000 for each calendar year 
beginning with 1951 and ending with 
the year of his death. The rest of the 
estate, probated for $1,000,000, is placed 
in trust with his wife and First and 
Merchants National Bank of Richmond, 
Va., to pay the income to her for life, 
then to their daughter for life and then 
to her descendants per stirpes until the 
last of his grandchildren living at the 
time of his death dies, at which time the 
principal will be divided among _ the 
daughter’s descendants. Powers of ap- 
pointment over the principal are granted 
Mrs. Chalkley and the daughter in the 
event of their death without descendants. 


The corporate trustee, which may be 
removed by the wife, daughter or oldest 





Complete Personal and Corporate 





oma: 


Trust Services in Texas 


Fe Fw Es Efe 


NATIONAL BANK of Dallas 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





CAPITAL AND SURPLUS $70,000,000 »* LARGEST IN THE SOUTH 


June 1956 


living grandchild then receiving income, 
is given sole discretion to pay over prin- 
cipal for the comfort, welfare, support, 
education, maintenance or health of any 
co-trustee income beneficiary and, with 
the consent of the co-trustee, for the use 
of any income beneficiary not a co- 
trustee. If the estate of a beneficiary is 
insufficient to pay funeral expenses, the 
corporate trustee may in its discretion 
pay all or any portion thereof from ac- 
cumulated income or principal. 


It will be noted that the dispositive 
provisions of the will do not qualify for 
the marital deduction, but the bank, 
which is also named co-executor, advises 
that the possible tax saving was doubt- 
less considered in planning the estate but 
not considered advisable under the over- 
all family picture. 


JOHN A. HEYDLER, for 16 years presi- 
dent of the National League, made be- 
quests totalling $3,600 to five individuals 
for their “many kindnesses,” and gave 
the rest of his estate of over $200,000 
outright to his wife. Mr. Heydler, who 
contributed perhaps as much to baseball 
as any one person over a half century, 
named The First National Trust and 
Savings Bank of San Diego as executor. 


HeEcTOR RACINE, president of Montreal 
Royals baseball team and director of the 
Brooklyn Dodgers, named Guaranty Trust 
Co. of Canada co-executor and co-trustee 
under his will. 
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CURRENT LITERATURE 


Books 











Canadian Handbook of Pension and 
Welfare Plans 


WILLIAM M. MERCER. CCH Canadian Lim- 
ited, 1200 Lawrence Ave. W, Toronto 10. 184 
pp. $6.00. 

Written by the head of a leading firm 
of pension consultants, this manual 
serves a long-standing need for a prac- 
tical and authoritative guide to pension 
planning in Canada. Of value to the 
technician as well as the employer, the 
book deals with a wide range of em- 
ployee benefit plans in addition to pen- 
sion plans which, as might be expected, 
occupy the largest single portion of the 
text. There is discussion, for example, 
of stock option and purchase plans, de- 
ferred compensation arrangements, sav- 
ings plans and guaranteed annual wage 
plans. 


Especially valuable for ready refer- 
ence are appendices setting forth the 
provisions of the Income Tax Act and 
Tax Agreements, rules for tax approval, 
decisions of the Income Tax Appeal 
Board, and a form designed by the 
author’s firm to obtain a tax advantage 


with the MOST 
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with real estate, trust or other 
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that we shall be glad to put all the 
modern facilities of Virginia’s 
largest bank at their service. 
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quick, efficient correspondent 
service. 
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by paying tax on severance benefits at 
the special rates under the Income Tax 
Act. 


Present Day Banking 1956 


American Bankers Association, 12 E. 36th St., 
New York 16. 386 pp. $6.00 (member banks). 


This is a collection of condensations 
of 30 Graduate School of Banking theses 
selected for the libraries of the A.B.A., 
Rutgers University and the Harvard 
University Graduate School of Business 
Administration out of more than 300 
theses written by the G.S.B. class of 
1955. Subjects of special interest to 
T&E’s readers include: 


Allocation of Income Earned During 
Trust Administration; Preferred Stocks; 
Mutual Fund Dividend Accounting by 
Trustees; Deferred Profit Sharing for 
Bank Personnel; Close Corporation Stock 
Valuation for Estate Tax Purposes; Fac- 
tors Favoring Revocable and Irrevocable 
Trusts; Corporate Trustee Administra- 
tion under Bond Indentures; The Bank 
Fiduciary Fund; The Trustee and Close- 
Held Corporations. 


The Encyclopedia of Tax Procedures 


Edited by J. K. LASSER and J. K. Lasser Tax 

Institute. Prentice-Hall, Inc., Englewood Cliffs, 

N. J. 1632 pp. $29.50. 

This monumental work, representing 
the contributions of 101 specialists, of- 
fers 95 articles running the widest gamut 
of tax topics. Keyed to the 1954 Code, 
copiously annotated and indexed in de- 
tail, the material provides a quick and 
authoritative reference manual prepared 
in the famed how-to-do-it style of the 
late J. K. Lasser. Aithough the pub- 
lishers believe that the procedures sug- 
gested will continue effective short of 
a complete revision of the Code, supple- 
ments will be made available when the 
circumstances warrant. 


Obviously, in the wide range of sub- 
jects covered, treatment of questions pe- 
culiar to estates and trusts occupy a 
relatively small portion of the volume. 
However, there is a sufficient amount of 
material in these fields to justify our 
readers in taking a look at the book. For 


example, there are several chapters on 
various phases of employee and execu. 
tive plans, drafting survivor-purchase 
agreements, sales by a fiduciary, financia] 
agreements incident to marriage, separa. 
tion and divorce, charitable trusts, de. 
cedent’s income and arrangements for 
insurance income. 


ARTICLES 


Effect of Marriage on a Will, by Mor. 
ton John Barnard: Illinois Bar Journal, 
April 1956 (424 S. Second St., Spring. 
field; $1) 

Income Tax Saving Techniques Avail. 
able to an Executor, by D. Glen 
Ofsthun: Ibid. 


Trusts: The Transfer and Leaseback 
Device, by William B. Lynch, Jr; 
Journal of Chartered Life Underwriters, 
Spring, 1956 (3924 Walnut St., Phila. 
delphia 4; $1.50) 


Conditional Inheritance in New York, 
Note: St. John’s Law Review, May 1956 
(96 Schermerhorn St., Brooklyn 1; 
$1.25) 


Income and Property of Decedents and 
Their Estates, by W. Fletcher Hock: 
Taxes, May 1956 (4025 W. Peterson 
Ave., Chicago 30; 60¢) 

Validation of Defectively Executed 
Wills by Holographic Testamentary In- 
strument — Integration and Incorpora- 
tion by Reference, Comment, Univ. of 
Chicago Law Review, Winter 1956 (5750 
Ellis Ave., Chicago 37; $1.75) 

OASI — Impact on Private Pension 
Plans, by Samuel N. Ain: Harvard Busi- 
ness Review, May-June 1956 (Can- 
bridge; $2) 

Dependent Relative Revocation, Note: 
Brooklyn Law Review, April 1956 (375 
Pearl St., Brooklyn 1; $1) 


Familial Obligations and Federal Tax. 
ation: A Modest Suggestion, by Willard 
H. Pedrick: Northwestern Univ. Law Re- 
view, March-April 1956 (Chicago 11; 
$1.50) 

Trusts Which Substitute for Wills: 


A Problem of Faulty Analysis, Com- 
ment: Ibid. 
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ACCUMULATIONS — Cemetery Trust 
is Subject to Rule — Size of Trust 
Implies Invalid Accumulation 


Pennsylvania—Supreme Court 
Dreisbach Estate, 383 Pa. 535. 


Testator gave his residuary estate of 
over $163,000 to his trustees to use the 
income for the maintenance of his 
family cemetery lot. His next of kin 
claimed that part of the fund in excess 
of a reasonable amount for the purpose. 
The lower Court decided that while a 
cemetery trust was exempt from the rule 
against perpetuities, it was not exempt 
from the statute against accumulations 
because it was a private trust and not a 
charitable trust. Since it was not a 
charitable trust, the cy pres doctrine 
does not apply. While the testator did 
not direct an accumulation of income, 
accumulation is inevitable. The testator 
had also written letters to the cemetery 
company concerning his plans which let- 
ters were referred to in the will. 


The lower Court directed that the let- 
ters be probated. It found that $600 a 
year was ample for the testator’s pur- 
poses and accordingly awarded $20,000 to 
the trustees and the balance of the fund 
to the next of kin. The trustees appealed. 


HELD: Affirmed on the opinion of the 
lower Court. 


BAR RELATIONS Administrator 
Acting as Attorney for Claimant 
Held in Contempt 


Ohio—Supreme Court 

In re Estate of Wright, 165 Ohio St. 15, 133 

N.E. 2d 350. 

The Probate Court held in direct con- 
tempt of court an attorney who, while 
acting as administrator of an estate, 
also represented a claimant against the 
estate and contracted with the claimant 
for a percentage of any proceeds the 
claimant might receive from the estate, 
a fact which the attorney-administrator 
did not disclose to the court. The attor- 
hey received his statutory administra- 
tion fees, made no application for at- 
torney’s fees, and collected 40 per cent 
of the net estate from the person re- 
ceiving it. 

HELD: Affirmed. A full disclosure to 
the Probate Court of the attorney’s con- 
tract with the heir would have had a 
direct bearing on the action of the court 
M considering his final account. In fail- 
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ing to make such full disclosure the at- 
torney was engaged in conduct obstruct- 
ing justice in the court itself. 


CHARITABLE TRUSTS — Cy Pres Doc- 
trine Not Applicable to a Purpose 
Having No Close Relationship to 
Original 

Delaware—Court of Chancery, Sussex County 

First National Bank & Trust Co. v. First Na- 

tional Bank & Trust Co., 121 A. 2d 296. 

Plaintiffs as co-trustees of a testa- 
mentary trust for the “Needy Poor” 
sought the transfer of part of the 
corpus of that trust to another trust 
(“Library”) under the same will. It was 
alleged that the corpus of the “Library” 
trust was inadequate for its purpose and 
that the corpus of the “Needy Poor” 
trust was excessive. The transfer of 
corpus was sought by application of the 
doctrine of cy pres. 

HELD: Assuming an excess of funds 
in the “Needy Poor” trust, the doctrine 
of cy pres does not permit the transfer 
of these excess funds to a trust which, 
while charitable, has no direct connection 
with the poor and indigent. The funds, 
if transferred under the cy pres doc- 
trine, must be applied to a purpose which 
is related as nearly as possible to that 
found in the trust whose proceeds are 
subject to cy pres. 


Moreover, if an excess of funds is not 
assumed, it was not proven in this case 
because of the short experience (2 years) 
of the trust and therefore any question 
of the application of the cy pres doctrine 
here was premature. 


CHARITABLE TRUSTS — Power to In- 
vade Corpus Defers Computation 
of Amount of Bequest in Determin- 
ing Validity 

California—District Court of Appeal: 

Estate of Harry O. Brown, 140 A.C.A. 741 

(April 10, 1956). 

Brown left his estate to trustees to — 
pay one-half the income, or $75 a month, 
whichever is greater, to his stepson, 
Ward Travis, during his lifetime, the 
remainder of the income to be paid to 
Henry and Winnie Dorner or the sur- 
vivor for life. On the death of all three 
beneficiaries, the estate was directed to 
be liquidated and the corpus given to 
Shriner’s Hospital of San Francisco for 
the establishment of a fund to be used 
by the hospital for such purposes “as in 
the discretion of the directors of said 
hospital will accomplish the greatest 
good in the relief of human misery.” 


Decedent’s mother filed objections to 
the petition for distribution on the 
grounds (1) that the trust was too 
indefinite, and (2) that more than one- 
third of the decedent’s estate would go 
to a charitable organization for a chari- 
table purpose, thus contravening Sec- 
tion 41, Probate Code. 


HELD: (1) Since the corpus may be 
invaded to support Ward Travis, it 
could not be determined whether Sec- 
tion 41 was violated until termination 
of the life estates. 


(2) A bequest “for the relief of hu- 
man misery” is for a charitable use and 
is sufficiently certain. 


CLaims — Lien for Repairs on Spe- 
cifically Devised Realty Is Payable 
Out of Residue 


Oklahoma—Supreme Court 

Bethel v. Magness, 27 OBAJ 564, March 20, 

1956. 

Testatrix provided for the payment of 
debts, specifically devised five separate 
parcels of realty to nieces and nephews, 
devised a house and lot to objector (who 
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had been testatrix’s nurse for several 
years) and bequeathed the residue of the 
estate to a relative. During testatrix’s 
lifetime the house devised to objector 
was repaired, but the bill was not paid 
and the materialman properly perfected 
his lien; two weeks after the final ac- 
count in the estate was filed, he reduced 
his lien to an in rem judgment. Objector 
objected to the final account and filed 
a petition requesting that sufficient of 
the property of the estate be sold to pay 
off the lien. 


HELD: (1) The common law rule was 
that, absent contrary expressed intention 
by the testator, the testator’s intendment 
is taken to be that the devisee shall take 
free and clear of incumbrances. This rule 
has been changed in Oklahoma by statute 
but only as to mortgage incumbrances 
The fact that the materialman’s failure 
to file his claim in the probate proceed- 
ing prevented the debt from being a 
valid claim against the estate, as dis- 
tinguished from a valid lien against the 
property, is no defense to the executors. 


(2) The executors argued that since 
the objector was the only beneficiary un- 
der the will who was not related to the 
testatrix, the lien against the property 
devised to the stranger should not be 
paid from property devised or bequeathed 
to kindred, citing a statute providing 
that legacies to kindred of any class 
are chargeable only after legacies to 
persons not related to the testator. (84 
O.S. 1951, Sec. 5.) That section is in- 
applicable. All specific devisees were here 
to be treated the same, and the section 
requiring satisfaction of debts from the 
residuary estate before charging specific 
legacies and devisees was the appropri- 
ate section to be applied. 


COMPENSATION — Factor of Contin- 
gency Not an Element in Fixing 
Fees of Administrator and Attorney 

Washington—Supreme Court 
In re Merlino’s Estate, 148 Wash. Dec. 457; 
294 P, 2d 941. 
H, a Seattle attorney, qualified as 

Administrator, W. W. A. of the estate. 

At that time the known assets consisted 
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“When one of them found that old 
money belt of his grandfather’s in the 
attic, they formed a corporation!” 











of $201.21 in cash. By means of discovery 
proceedings followed by litigation car- 
ried to the Washington Supreme Court, 
the surviving spouse was forced to turn 
over to the administrator $80,000 in 
community property which with inter- 
est and accruals brought the gross estate 
to nearly $90,000. In his final report, 
H requested a fee of $20,000 for his ser- 
vices as administrator and as attorney. 
The surviving husband filed objections, 
and after hearing, the Probate Court 
allowed a fee of $16,000. 


The record shows that H spent 199.1 
hours, about half that time on routine 
probate matters, and half on the litiga- 
tion. His request was predicated on the 
following factors: (1) The Seattle Bar 
minimum fee schedule for an attorney 
who also serves as administrator would 
call for a fee of $4,000 for an estate 
this size; (2) the results obtained, where- 
by the estate was increased from slight- 
ly over $200 to over $89,000; and (3) the 
circumstance that the availability of the 
estate funds to pay a substantial fee was 
contingent on the success of the litiga- 
tion. Appellant’s witnesses, three ex- 
perienced attorneys, placed a reasonable 
fee for the services between $6,250 and 
$8,000. The Trial Judge indicated that 
he gave considerable weight to the fac- 
tor of contingency. 

HELD: Fee reduced to $8,000. Under 
the facts there was an abuse of discre- 
tion in fixing a fee above $8,000. Such a 
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fee makes full allowance for the value 
of routine services in accordance with 
the minimum fee schedule. It allows 
$150 per day for each day H was in 
Court on the litigation, and $20 an hour 
for office time devoted to contested mat- 
ters, and some $1,250 to $1,750 for such 
other factors as diligence in perform- 
ance, the novelty and difficulty of legal 
questions involved, and skill and train- 
ing required in handling them. Under the 
circumstances, giving heavy weight to 
the factor of contingency was _ insup- 
portable. It is unnecessary to decide 
whether, under other circumstances, the 
factor of contingency may be consid- 
ered in fixing a probate fee. 


CONFLICT OF Laws — Domiciliary 
Laws Applied to Determine Valid- 
ity of Will Executed at Temporary 
Residence 


Province of Quebec—Superior Court 
Bellefleur v. Lavallee (1955) R.L. 1. 


In the Province of Quebec holograph 
wills are recognized (Art. 842 e.c.). In 
addition, the Civil Code provides: “Acts 
and deeds made and passed out of Lower 
Canada (Quebec), are valid, if made ac. 
cording to the forms required by the law 
of the country where they were passed 
or made” (Art. 7 c.c.). 

The testator died domiciled in Quebec 
leaving a holograph will which was made 
in British Columbia (where such wills 
are not recognized) during a period of 
temporary residence and while the testa- 
tor retained her Quebec domicile. 


QUARE: Is the locus regit actum rule 
imperative or permissive. 

HELD: The rule as contained in the 
Civil Code is declaratory and permissive 
and does not compel Quebec courts to ap- 
ply the foreign law exclusively. It is by 
exception that foreign law is ever ap- 
plied and the language of Article 7 of 
the Code is insufficient to prevent a 
testator domiciled in Quebec, but travel- 
ling abroad, from resorting to the law 
and forms of his domicile in making a 
will. The court must first examine the 
matter by applying the domestic law; 
it is only as an accessory of the domestic 
law, and to the extent expressly per!- 
mitted by it, that the foreign law may 
be applied. The foreign law is assumed 
to be the same as the domestic law until 
alleged and proved to be otherwise. 


DISTRIBUTION — Inheritance — Right 
of Alien Property Custodian t0 
Seize Inheritance 


California—District Court of Appeal 

Estate of Schneider, 140 A.C.A. 771 (April 12, 

1956). 

Louise Schneider, an American citizen 
and California resident, made her will 
in 1943. She died March 31, 1945. Para- 
graph Eleventh created a_ trust of 
$26,000 to pay the income to certail 


TRUSTS AND EsTaTES 






















































perso 
provi 
nti 
if Ge 
yndex 
the S 
jerit 
the 1 
stand 
gapk 
tribut 
reside 
trix’ 
her 
lisch 
dausé 
fciay’ 
testat 
son, | 
cede’ 


Th 
the 1c 
rights 
letwe 
ad ¢ 
Sectic 
aliens 
sane 


On 
custo 
ng t 
specif 
louis 
him, 
lume 
it Ly 
lume 
the 
1954 
xizec 
procl 
darir 
have 
vizu 
gress 
of we 
lad } 
\. Br 


HE 
arms 
he y 
», bec 
of rey 
inter 
here: 
chne 
ject 
he E 


‘With 
‘anor 
lollay 
rien 
Decic 
8 the 
y wh 
Xpre 
priva 
ount 


June 






persons. Subparagraph 3 of Eleventh 
provided that if, at any time during the 
wntinuance of the trust, alien residents 
in oi Germany “shall become legally entitled 
ur Mmder the laws of the United States and 
t- Hike State of California to take and in- 
ch Merit under my will and this trust” then 
n. Mike trust should terminate, and notwith- 
al Gsanding any other provisions of para- 
n- gsaph Eleventh, the trustee was to dis- 
he Mribute the trust to various persons, all 
to esidents of Germany, including testa- 
p- grix’ sister, Lischen Viereck, $10,000, and 


de Mier niece, Louisa Heitman, daughter of 
he @lischen, $3,000. There was a spendthrift 
q. Gause requiring delivery to trust bene- 
fciaries personally. Lischen died before 
statrix, and under California law, her 
ry 2 Wilhelm, and daughter, Louisa, suc- 


d. geeded to whatever interest Lischen had. 
'Y § The District Court of Appeal adopted 
the lower court’s finding that reciprocal 
rights with respect to inheritance existed 
tween citizens of the United States 
ad of Germany within the purview of 
ei &etion 259, Probate Code, permitting 
diens to inherit under such _ circum- 
stances. 


On May 7, 1946, the alien property 
wstodian made a vesting order declar- 


ing that all right, title and interest of 
yecified German nationals in and to 
eC Blouise Schneider’s estate was vested in 
ide Him. Louisa Heitman was one of those 


umed, but Wilhelm Viereck, not named 
of Bin Louise Schneider’s will, was not 
ta- Bumed by that order. An amendment to 
te vesting order was made May 13, 
154 under which this interest also was 
vized. This was after the President’s 
proclamation of October 24, 1951, de- 
tlaring a state of war with Germany to 
lave terminated October 19, 1951. The 
a “izure was held valid under the Con- 
sessional resolution declaring the end 
of if war with Germany which resolution 
+ lad been held effective in Ladue & Co. 


vel. Brownell, 220 F. 2d 468. 


law 
ya 
the 
LW; 


HELD: (1) The trust by its own 
ams never came into existence since 
te provisions of paragraph Eleventh, 
B, became effective immediately because 


stic 
er- if reciprocal inheritance provisions. The 
nay @terests given the German nationals, 










ned Merefore, became their property at Mrs. 
ntil hneider’s death in 1945 and were sub- 
ject to seizure under the Trading with 
he Enemy Act. 
ght NovTE: Th ° a 
to Wo oTE: e court reaches its decision 
with fearful misgivings,” reciting the 
anomaly” between spending billions of 
bollars in attempting to recapture the 
112, #Mendship of our late enemies, and this 
pecies of petty larceny (the expression 
izen S the present writer’s, not the court’s) 
will BY which the Government confiscates (the 
ara- pression is the court’s) the property of 
of "vate citizens of the former enemy 
tain | UNtries, 
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Joint TENANCY — Right of Survivor- 
ship in Joint Bank Account Upheld 


Ontario—Court of Appeal 
Edwards v. Bradley (1956) O.R. 225. 


A joint bank account was opened in 
the name of A and B. A having died, the 
question arose whether B was entitled 
to be paid the balance in the account 
at the date of A’s death. The Trial Judge 
held that B was not entitled because the 
deposit agreement, insofar as it related 
to survivorship, was an attempt to make 
a testamentary gift, and as such, was 
ineffective since it was not a document 
executed in accordance with the Wills 
Act of Ontario. 


HELD: Reversed. Where A deposits 
money in a joint account in the names 
of himself and B, legal title to the money 
vests in the bank and the relationship 
between the bank and the depositor is 
the right to withdraw or demand pay- 
ment. It is a chose in action that may 
be assigned and by the terms of the joint 
deposit agreement with the bank, signed 
by both A and B, A assigns the legal 
right to withdraw the money to himself 
and B jointly, with the right to the sur- 
vivor to withdraw the balance in the 
event of the death of A or B. The right 
of survivorship exists independently of 
any agreement in the case of joint owner- 
ship of personal property. The title to 
the chose in action being vested in A and 
B jointly on the execution of the agree- 
ment with the bank, each, under the 
terms of the agreement, has a legal 
right to withdraw the money during their 
joint lives and the survivor has the legal 
right to withdraw on the death of the 
other. B’s legal title cannot be divested 
except with his consent or by his dying 
before A, although A may defeat B’s 
title or interest by drawing all the 
money out of the account. 


Whether B takes the beneficial inter- 
est as well as the legal title, either 
during their joint lives or on the death 
of A, or both, depends on A’s intention 
determined from all the circumstances 
after applying the appropriate presump- 
tions. The legal right to take the balance 





in the account if A predeceases him be- 
ing vested in B on the opening of the 
account, it cannot be the subject of a 
testamentary disposition. If A’s intention 
was that B should also have the bene- 
ficial interest, B already has the legal 
title and there is nothing further to be 
done to complete the gift of the bene- 
ficial interest. If A’s intention was that 
B should not take the beneficial inter- 
est, it belongs to A or his estate and he 
is not attempting to dispose of it by 
means of the joint account. In either 
event B has the legal title and the only 
question that can arise on A’s death is 
whether B is entitled to keep any money 
that may be in the account on A’s death 
or whether he holds it as trustee under a 
resulting trust for A’s estate. 


Powers — Foreign — Administrator 
of Ontario Assets Entitled to Pay 
Over to Foreign Administrator — 
Conflict of Laws 


Ontario—Supreme Court 
Re Wardrope, 1956, O.W.N. 345. 


Decedent died intestate in Mexico, 
where he was interested in mining. He 
left him surviving one daughter, who 
was appointed administratrix by a Court 
in Mexico. Prior to such appointment, a 
trust company in Ontario was appointed 
administrator by a Surrogate Court in 
Ontario. Since the appointment of the 
Mexican administratrix, a person in 
Mexico claiming to be the illegitimate 
child of the deceased, made claim to a 
share of the estate. Under the law of the 
particular State in Mexico, where ad- 
ministration was taken out, an illegiti- 
mate child is entitled to share in the 
estate equally with legitimate children. 
The Ontario trust company sought the 
advice of the Court on the question 
whether it should pay substantial funds 
in its hands to the administratrix in 
Mexico. 


HELD: Assuming that administration 
had been completed in Ontario, and that 
the decedent was domiciled in Mexico, the 
Ontario administrator is entitled to pay 
the funds to the Mexican administrator. 


It is the law of Ontario that suc- 
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cession to moveables is governed by the 
law of the domicile. In view of the differ- 
ence in the law of Mexico and the law 
of Ontario with respect to succession, it 
is important to determine where the de- 
ceased was domiciled. The right of the 
foreign administratrix to demand and 
receive payment of the fund depends on 
whether she was appointed administra- 
trix by the Courts of the decedent’s domi- 
cile. 


Spouse’s RIGHTS — Living Trust 
Not Subject to Attack 


Colorado—Supreme Court 
Richard v. James, 292 P. 2d 977. 


Plaintiff and decedent were married 


January 22, 1954. On January 23 he en- 


tered the hospital, was discharged from 
the hospital on February 3, re-entered on 
February 15 and continued as a patient 
until his death on May 15, 1954. He had 
been advised that he could not recover. 
On February 17, 1954 decedent instituted 
proceedings to annul his marriage or 
for a divorce and an interlocutory de- 
cree of divorce was entered in his favor 
May 10. 


On April 18, 1954 decedent executed a 
deed and trust agreement whereby he 
conveyed to trustees all of his property 
of an approximate value of $22,500. The 
trust was irrevocable and provided that 
the trustees should first pay the trustor’s 
taxes and lawful debts and use the re- 
mainder of the fund for cancer research. 
The interlocutory decree of divorce was 
automatically set aside by his death, so 
that decedent and plaintiff were husband 
and wife at the time of his death and 
plaintiff brought an action to set aside 
the deed and trust agreement. 


HELD: The deed and trust agreement 
are affirmed. There no longer remains 
a question of doubt of a power of a hus- 
band to convey his property during his 
lifetime to whomsoever he sees fit, even 
though it has the effect of depriving the 
wife of all right to inherit any part 
thereof, provided the transaction is bona 
fide and not merely colorable. The deed 
in this case created a valid irrevocable 
trust. 


TAXATION — Estate & Inheritance — 
Refund of State “Gap Tax” Allow- 
able Where Federal Estate Tax is 
Subsequently Reduced 


Colorado—Supreme Court 


State of Colorado v. Newton. 


Decedent died in 1944, The estate paid 
the state of Colorado a “gap tax,” being 
the difference between the Colorado in- 
heritance tax and the 80% credit allowed 
under the Federal estate tax law for 
state inheritance taxes paid. A Federal 
law enacted September 6, 1950, exempted 
certain transfers made by a person dy- 
ing before October 7, 1948, from Federal 
estate tax and permitted the taxpayer to 
file a claim for refund of Federal estate 
taxes which had been paid thereon. 


As a result of this law, the value of 
the estate was reduced for Federal estate 
tax purposes, and a refund of Federal 
estate tax paid was made to the estate. 
The estate then filed a claim against the 
state for refund of the “gap tax” based 
upon this reduction of the Federal estate 
tax. The trial court allowed the refund. 


HELD: The estate is entitled to the 
refund. The Colorado inheritance tax 
law does not provide any period of limita- 
tion within which claims for refund 
must be filed under the circumstances 
herein set forth. 


TAXATION — Income — Incidence of 
Income Tax Paid by Estate on In- 
come from Specifically Bequeathed 
Property — Effect of Executor’s 
Election 


California—District Court of Appeal 


Estate of Bixby, 140 A.C.A. 337 (March 28, 
1956). 


Bixby left an estate of $4,500,000, the 
principal asset of which was 38,755 
shares of his Company stock, appraised 
at $4,300,000. The will gave 19,000 
shares of stock to Mrs. Bixby and the 
residue to four trusts, each of which was 
for the primary benefit of one of testa- 
tor’s children. The will directed all suc- 
cession taxes to be paid from the resi- 
due. For its initial fiscal year ending 
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April 30, 1953, the gross income of the 
estate was $160,000, including $76,000 
in dividends on the shares specifically 
bequeathed to Mrs. Bixby. 


The executor used as deductions for 
income rather than estate tax purposes, 
fees and other expenses of administra. 
tion aggregating $120,000, thereby re. 
ducing the income taxes otherwise pay- 
able for that year from $120,000 to $18. 
000, of which latter amount $8,000 was 
allocable to the dividends on the speci. 
fically bequeathed shares. The portion 
of the income taxes allocable to the 
dividends on the specifically bequeathed 
shares would have been $56,000, except 
for the use of expenses of administration 
to reduce income taxes, as stated above. 
Had the executor used the $120,000 of 
expenses as deductions for federal estate 
tax purposes rather than as deductions 
for federal income tax purposes, the 
succession taxes payable by decedent’s 
estate would have been reduced by $58- 
000. 

On this appeal by Mrs. Bixby’s guard- 
ian ad litem and by the trustees, it was 


HELD: (1) Mrs. Bixby, being a spe- 
cific legatee of 19,000 shares, was en- 
titled to the dividends thereon. 


(2) The taxes on the income accruing 
on the specifically bequeathed shares 
should be charged against the income so 
accruing. 


(3) Although by charging expenses 
of administration against income the 
executor saved $101,000, this resulted in 
an impairment of the corpus of the es- 
tate to the extent of $58,000, that being 
the amount by which the estate tax was 
increased by being deprived of the de- 
duction of administration expenses. 
Enough of the tax saying should be re- 
allocated to the principal account to 
make whole the detriment suffered by 
the use which the executor made of the 
expenses of administration. 


(4) Mrs. Bixby should be charged 
with her percentage (47%) of the un- 
just enrichment of the income benefici- 
aries at the expense of the remainder- 
men. She should therefore restore $27, 
000 to principal. 


Estate of Bixby, 140 A.C.A. 337 (Cal. 
D. C. of App., March 28, 1956). 


Notre: This case is one of first im- 
pression in California and apparently 
everywhere except for the Estate of 
Warms, 140 N.Y.S. 2d 169, which the 
court cites. The principal point is that 
income tax savings effected by the usé 
of expenses of administration as deduc- 
tions for income tax purposes are not t0 
have the incidental effect of depriving 
residuary beneficiaries of the advantage 
which would have accrued to them by 
the use of the expenses of administra- 
tion to reduce the federal estate tax. 


TRUSTS AND Es’ ATES 











WIL! 


tic 


Te 
spec 
incor 
her 
10 
tivic 
the 
sta 
the 
any 
chile 


ter 

an 
deat 
the 

tor’: 
lers 
paic 
dau, 


tha’ 
shor 
shay 
dau: 


1 


Jun 








he 
00 
ly 


ing 


ged 
un- 
fici- 
ler- 
27,- 


Cal. 


ntly, 
of 
the 
that 
usé 
duc- 
rt to 
ving 
tage 
. by 
‘tra- 


ATES 





WiLLs — Construction — Descrip- 
tion of Class Outweighs Incorrect 
Identification of Legatees by Name 


Texas—Court of Civil Appeals 
Bristol v. Mazza, 288 S.W. 2d 564. 


The residue of the estate was to pass 
to “surviving first cousins hereinafter 
ecified — that is to say, the first 
cousin who shall survive my death. Said 
cousins who are now living and from 
whom the class of surviving first cousins 
shall be selected, assuming that some 
of them should not survive my death, 
are as follows . . .” There followed the 
names and addresses of twenty-two per- 
sons, four of whom were not first cou- 
sins. Two of the persons named, second 
cousins, contended that no legal class was 
weated and that the designations by 
name were controlling. 


HELD: Only first cousins were in- 
tended by testatrix to receive the residue. 
In other paragraphs of the will testatrix 
mly referred to persons as “cousins” 
who were first cousins. Further, the re- 
peated use of the term “first cousins” 
in the quoted paragraph indicated that 
such term was used in its ordinary sense 
to designate a class. 

If this conclusion is incorrect, then the 
will was ambiguous because of the con- 
fict between the names and the descrip- 
tion and such an ambiguity was curable 
by extrinsic evidence. The attorney who 
prepared the will testified that testatrix 
was uncertain as to who were her first 
cousins and she intended that they be 
slected from among the persons listed. 


WILLs —— Construction — Provisions 
of Instrument as a Whole Indicated 
Class Gift of Income 

Michigan—Supreme Court 
In re Hicks Estate, 345 Mich. 448. 
Testator created a residuary trust and 
specified that his wife should receive the 
income therefrom for her life, and upon 
ter death the income for a period of 

0) successive years was to be equally 

livided among his four daughters. Upon 

the expiration of such period, the trust 
state was directed to be divided among 
the four daughters equally, but “should 

‘ny of them be then not living their 

children will take their share or shares.” 


The widow died in 1949. In 1952 daugh- 
‘er Martha died, leaving a husband and 
an adopted son born subsequent to the 
death of the testator. The trustees paid 
the income, after the death of the testa- 
lor’s wife, to the four surviving daugh- 
ters, and after daughter Martha’s death 
baid the income to the three surviving 
laughters, 

Plaintiff, as administrator of Mar- 
tha’s estate, claimed that the income 
should have been paid in four equal 
shares, i.e., one share to each surviving 
daughter, and one share to Martha’s es- 
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tate. Plaintiff contended that the gift of 
income for the ten-year period was not 
a class gift to the daughters, with the 
right of the survivors to take all of the 
income during the term, but rather it 
was a gift to the four daughters as ten- 
ants in common, with the right in de- 
ceased daughter Martha’s estate to take 
a one-fourth share. In support of his 
contention, plaintiff alleged four rules 
of construction as controlling: 
(a) Listing the daughters individually 
(b) Lack of express provision for sur- 
vivorship 
(c) Provision that gift to 
shall be in equal shares 


daughters 


(d) Definite separation of testator’s es- 
tate into shares and final disposition of 
such shares along the lines of cleavage 
set up by testator. 


HELD: The rules of construction urged 
by plaintiff are not controlling where the 
will as a whole shows other intentions, 
and in this instance the intent of the 
testator with respect to the gift of in- 
come during the ten-year period appears 
to be for the single purpose of provid- 
ing support for his daughters as a class, 
to be divided among them, or their sur- 
vivors, during that period. Accordingly 
the contention of plaintiff must fail. 


WILLs — Probate — Testamentary 
Libel —- False Statement of Failure 
to Support is Libelous Per Se 


New York—Court of Appeals 
Brown v. Du Frey; Apr. 27, 1956. 


Plaintiff divorced the testator in New 
York in 1917. In 1951 the testator ex- 
ecuted a will, admitted to probate in the 
same year, which contained the following 
paragraph: 


“Fifth: I am mindful of the fact that I 
have made no provision for John H. 
Browne, my husband. I do so intentionally 
because of the fact that during my life- 
time he abandoned me, made no provision 
for my support, treated me with complete 
indifference and did not display any affec- 
tion or regard for me.” 


Plaintiff, an insurance broker, many 
of whose 3,000 clients were women, was 
a member of Concord Baptist Church, 
with 8,000 members, a Mason and Ex- 
alted Ruler of the Elks. Alleging the 
falsity of the statements, he brought ac- 
tion against the administrator of testa- 
tor’s estate seeking damages on a cause 
of action based upon testamentary libel. 
At the close of plaintiff’s case defendant 
moved to dismiss solely upon the point 
that the words “do not constitue action- 
able words per se.” He excepted to the 
trial court’s ruling, and charge to the 
jury that the testamentary provision in 
question was libelous as a matter of 
law. 


On appeal, the Court of Appeals re- 
fused to consider the contentions (1) 
that the words were not written of and 
concerning plaintiff; (2) that the act 
of the executor in offering the will con- 
taining the alleged defamatory matter 
for probate did not constitute the publi- 
cation of the alleged libelous matter 
necessary to complete the tort of libel; 
(3) that no cause of action based on a 
“testamentary libel’ exists; or (4) that 
a will is part of a judicial proceeding 
and, as such, must be considered a privi- 
leged communication under the rules of 
law pertaining thereto, on the ground 
that the sole issue preserved for appeal 
was whether the words were libelous as 
a matter of law. 


HELD: The testamentary provision 
was libelous as a matter of law. The 
Court commented upon the decisions in 
other jurisdictions which have held that 
a mere assertion of marital discord is 
libelous (see Thackrey v. Patterson, 157 


F. 2d. 614; Lyman v. New England 
Newspaper Pub. Co., 286 Mass. 258; 
Smith v. Smith, 73 Mich. 445). The 


charge against this plaintiff was that 
he had violated both his marriage vows 
and the law of the state imposing upon 
a husband the obligation to support and 
maintain his wife. “Such a charge neces- 
sarily tends to expose one to public con- 
tempt, to induce an unsavory opinion of 
him in the minds of right-thinking per- 
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sons, and to deprive him of their friendly 
intercourse in society.” 

Two judges dissented on the ground 
that the plaintiff- should be required to 
show malice and special damages. 


WILLs — Probate — Proof of Confi- 
dential Relationship Insufficient to 
Create Presumption of Undue In- 
fluence 


ey Supr eme Court 





Halle v. Summerfield, 287 S.W. 2d 57. 


Testator and his son were equal part- 
ners in a valuable business. Testator 
lived with his daughter and was devoted 
to both of his children. In 1940 he exe- 
cuted a will leaving his share of the 
business to his children equally. On 
April 26, 1947 he executed a second will, 
leaving his share wholly to the daughter. 
Later that day he executed a third will, 
revoking the second and reinstating the 
first. 

In will contest proceedings, the trial 
judge charged the jury that the burden 
of proving the third will to have been 
made under undue influence rested upon 
the contestant. The jury found in favor 
of the third will. The Court of Appeals 
reversed, holding that because of the 
close relationship between testatcr and 
his son, the son (proponent) had the 
burden of proving the third will free 
from undue influence. 

HELD: Reversed and jury verdict re- 
instated. Testator was a person of vig- 
orous mind and body, despite advanced 
age. His daughter requested that he 
write the second will, and his son re- 
quested that he write the third. The 
mere fact that a beneficiary intercedes 
with a testator or uses influence to have 
a will drawn in a certain way does not 
affect the will so long as undue influ- 
ence was not exercised, to the point of 
depriving testator of his free agency. 

While a confidential relationship did 
exist between testator and his son, there 
is no presumption of undue influence 
merely from that fact; only when the 
beneficiary goes so far as to participate 
in the drafting or execution of the will 
does such a presumption arise. In the 
present case the third will was drawn 
by testator’s attorney, in the absence of 
his son, and several attorneys testified 
as to his testamentary capacity. The 
burden of proving undue influence was 
properly cast upon the contestant. 


WILLS — Probate — Publication In- 
effective Without Proof of Com- 
munication to Subscribing Witness- 
es 


New Jersey—Supreme Court 
In re Hale’s Will, 121 A. 2d 511. 


Decedent had been ill for some months. 
On the day his will was signed he was 
brought to his attorney’s office by his 
son. Testimony of subscribing witnesses 
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indicated that nothing was said in the 
presence of the testator relative to the 
act to be performed. Everyone assumed 
the testator knew he was to sign a legal 
instrument. A pen was put into his 
hand and he was shown where to sign. 
He was not told it was his will and 
neither the testator nor anyone on his 
behalf in his presence asked the wit- 
nesses to act as such. The trial judge 
set aside probate on the ground that the 
will was not published as required. 





HELD: Affirmed. The testimony had 
failed to show that the testator had 
asked the witnesses to act or that he 
acquiesced in such request made on his 
behalf. There was no indication that he 
knew or was told he was executing his 
will. He made no positive response other 
than signing. There must be proof of 
communication from the mind of the 
testator to the minds of both witnesses 
present at the same time of the event 
about to take place. 
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As you know, it takes a lot of time, experi- 
ence and hard work to produce an estate plan. 
It also takes a thorough knowledge of all 
forms of insurance. 


That’s why a Connecticut General representa- 
tive can be of real help in this work. 


He is thoroughly familiar with personal and 
estate insurance, business insurance and pen- 
sion plans. He is also specially trained in 
estate planning . . . knows how to work with 
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attorneys, trust officers and accountants. 


Take advantage of his experience and special 
knowledge . . . to serve your clients and save 
you time and work. Give him a eall . . . or 
write Connecticut General Life Insurance 
Company, Hartford. 
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